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KXECUTTVEr SUMMARY 




This report in a Burvt^y of tho ruc^iiL hiNtory, uconumy, and ftitiire 
pruspectH for a^€/gl*gii ktiown by a varioLy of nafriuMi t [if (;^at nak^iM Ri^gi^, 

the Kant No r t h c n t r a 1 ( ! un hub Ht'^j o n * Vv d a r a ! Ad in 1 n i s t ml I vv H v. g i on V , Ihv 

i 
i 

iieavy manufacturing .sfuitlon of i\\v VMyrlMviinl- manii r.^(' t u r iriK bclt^ f)r the 
IncluBtrial MIflwist, Tht- rus^hH^ as dafincHl l^r tliir; p/ipfr is I va Icmi t to 
that ot> Federal^ AdmlnlHtraLlvu Kugiuij V: Oh ia^ Ind lana , Michigan, 'IllhuilH, 



HConHlnj atul MinnunnLa, 'Ww inipflfuH 'nr t hi' suiN/ify c!ainu 1 rom a growing 

\ ' * 

awarc'nt'HH tfiat thr region in hrgitniing to face* 5soino il 11 f i r iH t " t rans I L lon/i 1 

prt)blomH of ^id j UH t inon ! hrr/iuMc' strvnttiral rliangt'S wifliin t lu* nationaf 

\ 

ec<)n(>my, Tht« HlrvHn Is most ii[i[>nro!!f In flic ri^)fioM"n ol(it*r indioUrial tM-ntt^rs 
Tfio Murvoy ba^4 two niajffr r^minpfHiont s , * >^ 

Tho t irst is (li'rivcd hrnm i n t rr'/ i i^wfi Vlth {ipprox i nia 1 4' I v Hf)0 livuhTs of 
biun Mi' >js , g( ) vc r niiion t ^ 1 , i hu a lul i i v i r . i i 1 a i r : ; 1 1 1 I lu ' i t 'g 1 uu , Th» ' y wc r * ■ a sk * - d 
ioi= t hiM r vitws tui ( br \ i^y/\ ww/-^ \)\\A)\i'\ 



a V*! 1 1 , d> I ♦ ^ w i f f 1 pM r I I ■ p i \ ^^\\ , i > t 

rb*' \^' \ \ < 'W [\\y, lis { ih • 11!.! j I 1 11- h ! 
i II i <y V h p r t ip, r, I ill : 

"11 lo ( as '. i tj I s k r ' s . I f « ' ■ . 1 1, 1 \,'M (m ■< '!i I 
S I < I f • " , t n r !iU u 1 ^ ! i b 1 n , i < < = i i I 1 1 r . . I 1 ; i f * 
d r ptSUl iM ir 4' \\\ j hi ' t i ' i; 1 s Mi , N< 1 1; i ■ i i r 
* Ci »ff i > t i ( tvci .III Ml! i ' 1 ■ t ■ i , hi S Mini ! 

1 ♦ s 1 1 r , J J . 1 1 i • ' . , 1 i i ■ 1 y i i • » • i • .,.,,..;..(■ i . ; 
tin- ' I M m f r S' i iid < * v«m] » s s . r s t ' i •! . : ■ ' 



s lid lu ' t 'd , 

in M^^inii ,M)d d ( sitM^' r . i pb f ( ' sn slvsts n| {\\\' slx-stsfi' s rs m 
«'!ltiM.> lisvS' bit Ml i.fSt'd (m r.ijinps. tst (ii.il inltifjiiai ir'M 



i '1 i Sir nil I < s ns ! s M . s t n 



t i(h 1' . f i i . i I h ! M f 



I s ' I n J 1 i ' 



SUM i s i • r 



I 1 1 • , 1 . i • \- * i 



S .r. f I, 



St r '.' \ ' 
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r|uestU)n cif h<iw bi»Ni \u af<l ilii' olih^r mnniirnr tur I tiK ci'iUurH In tlUlT trnnBltlon 
fEom hrnvy rr 1 f nncf'^nfi nuniu rnc Lur I Lo xmn'v <H v** rs t f I <«(! attcl b/ilnnced ec<)!iami,c ' 

* \\\\^ t rariHl t ion I *; Tfi/uh ' c! i M I c rfl t by ?ii-vrr;il i/MMorH, wtiicb arp nntlnnal, 
f)Ul wlihb t^spi'i iaily hi I 1 rnMu <■ . t h I M ruj^inn'f^ t t^aiiH It i()iia^|)n)J) I c^ntH : ^ 
• Slow t'liip I DyfiM'iU )|^i^Mi tairs hi I lit' rt^Onn, rnakhiK It dirfirult^ta 

a!)*;iir li ytauu I ai ! iir hi)*; wot ki-rs <! f M|> 1 arctl by fiujcb' rn i za I hui an wo 1 1 aH 

\_ ' - ~ ' 

inrrra^ilnK* ntimhnrR nt nnvr^ wnrkrrR .riif or Irip, rhp l,ibnr forre* 

_ ' ' 

S h)w naf li>ii/jl ri'cuuutiir ^Towfb t Mfns wb lrb rr-milf [n h)W*'r cb'tnandH for 

KM<><i'' prtHhfcril in ( Vt ljr/il!v iiij^lilv siaisitlvf (ir«*at bakt's (•cononiy 

. aiji! wfiii h |tM'\/!Mif iM.inv (in Mf l.ak*-!, Wf f r 1< * ' r 'i t r nm t ijuliiij'. (Miip 1 oynuMi t 

ij _ ^ • _ - = 

^ i n < ) t lit ' f pil r t s n 1 f l|i ' 11, i ( i ni u 
' m liiM vv ^yiaii'i I fur inr.* wb i . h hniK niif b m i r diMl ibis rc)*;h)n*M fM-onomlc ^ • 

till nin r*,^ H h)W 1 y 
i iifbi . I r i ,1 1 ' ;j ■( t or N a r p ' ni ; ; t ^ hi i nj-; abiu^ hit c 

nni, I ! 1 1 1 ) . M f^i 1 r 1 I! i M I r . jit f 1 1}| r i ■ )'j (Mi^ . 1 1 i ^ ti! i I ^-a mw I n ! m m t < 'nn i ij-Ji to 

/ 

l!\ Mn /lili^a ifut i(M! ot (aijit.il Inr hfbor , 

n <i t a ra 1 j in ■ rca sc' 



t b > II t i n a r H o ^ is j ' i i ) w i m ' i h * w hv^ hi f 1 h ' N I n 1 f * * ! 1 > f ? l , j ( 

I 

hi M H ' f « ■ t"; h )(! . ' ' Oi 



a h ' i J ^ i i t • ■ h ^ , 

in M ■ . ' ■ ' * - 

1 !iM<r t .o . . 
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n s i I I nMir. I i M- 
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hi t n ' I 
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• Uncord int.'. ahc^Mt ^'-''^J 
i n t ho fv'^: i (mi , aiul s» • 1 • 
i I i t \'\ wa t » • 1^, !!!< • ah- 

I a Led, 

and CI 1 do r I udu^; t • i i ! ■ - )\-;r \ ' ■ ]■ 

t 

ri'ason t lif > j at i im- i in i c ■ 

r 

iTion t a r 1 ' w 1 1 r ! m ' i" - : ■ i: ; ' : a ' 

L !u-a' .■^h:1'-:mii : ' i < ' . 

A laa-a i ! 1 i * i > ' ■ . I 

aoord ina I i-d t' 1 « 'i it a ( - , : > :■ 



i an^;- t la ill < •. -hi. 
'aOkii'C: ra t n ai a^ a 
xnL oa, tai. i » ai .a 
[U) ! JL t aa 1 1 f i ; '.■ 
V (■>i > t d jai- { i « a I I 
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>v ! p/rvM i I 
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ill 1 (iiMi I 1 f'y 1 11^; [XJiohrial ^julutiunH to tiu^Ho prcihlnniH and In pruHHing for, 
rutiural aid or aHHiHtauoe in uonnuc: tioii with them may frequently prove 
mora effioiLMU, Ichh ruHtLy, and more productive than each state trying 
to "ho ir alonuj' Tho region'H must chalieiftginy oonuiion problom is the 
frnniMiiio rt.'d t^vcM i )pmun L of itn i: i.t ish in tranHitlon. 

i^j^'iji'^-^ ' -Laii'S hdioiild ic)Lntlv uiuii^rtako a. policn^ 
• i.uil^%>!^. Li> [MiMiiMti- lu'lU'i Uiult'JSLaiid 1 iiK o l" inipact- cif 

■pr^*:u.-iit and i^ropoMrd U'diavil pr^n^raI^H and polio ion on Ldic 



a ai -n f 1 * 



P.u'Oi I i.^ViOaniu lit S I r ma u iO'-^-I' ao h' of tfio sLJir4/s should oxaiiun*-^ its 
staiulor; ro)7ulat in^; ] a^wi 1 ^.;o\' o r nnK'n t; lo d I ^voy cr what [irovisions in 
I hoiii load to pi^onii.Uo tlio dl^pvvsii] ot SL^ttlL^iont and tinaat-ial In- 
* '0 a i t \ lor oiu ra 1 r i t. 1 f':-^ . 

^ f , 1 [ t ' P i .a w; , - t' , 1 1 i ■ f ; i x ' a t a t a t om s hou 1 il hi> tai fo f u 1 1 v i^:<am i nod 
t » ' di a o I Ml i a - ' t oxt on l to wh i o h. an\^ pa r i i ou 1 a r Laxk's ( sucdi as 
' ! Oi a ! :M 1 o ( ax oa ) d i o a r .u\o a imi L rxi 1 t' i i v i or a t U>ns , ( i r oa !: or 
usf ol a t o-ocH I or t od [ a>:oa rtaurtiud Lo t ho looal go Viaainion C s 
on haaia oi nood ahoald h?.- oons i tlt^rotl bv tlw sLato I og i s 1 a tors » , 

Silo vMio'.- ta:-:.it ion aad l^ix hast.' aharino Mhi)old bo otaisidtaa^l as 
t-aabl iaa ]^s;i,,l it i-on ior loral i;oviaaiiiuaits . • 

Wiadvi uai ' ^^ ( 'onipo u^; a L i on and Unonip i ovinoiit ('om|)Laisa t ion Laws--Kach of the 
statt'a should oxviniino i to; Workiiuai's ('oni[naisa (. i on and Unonij) 1 ovmon t 
i'onipon^iai ion Piwa and taaulut:t a iloLaLli'd stiidy to iletoniiino tlio atl^ 
vatita^^oa and d i /auj van lagi'S oi na t: i ona 1 i za t i i^n o\ both (if thost^ 
prfspraiiu; \ or t ho iiroar Pakoa rtan^n. 

Now iMMiiiiis ior Labor=-=^^ana^tMlu.M^t --oovornnuaiL 1) i siai ss i ons--ThL' i.airronl 

'advo ta^a r i a 1 loPo loaahip iun.WL^L'n iiiana^^oinon L and 1 abvU' , and buainuHS 
and a^uaaainion t , iiiuat bo ahan^^iuL Motdian i aiiis a o do this incMudu staLt' 
nivl I Ol a i 1 1 t a V I P dn o' -aiano { ^'oniiai t ooiiuu i i t t or a oiino i ! s , w i L h 
i;o\o aaiia Ml t t iro; aa a hi'okor, [Main^^in^; i)aiaios togoLlua^ an^l plaxan^; 
.1 t i 1 i rd ■ [x n t \ t o 1 ( ^ , initial t h r ua t o\ td i i a a ^a i v i t v niua L i no I ud 
. oa' * a rill M ! ! on i 't ■ o I'u ail o s i rr niiaa an a o;x anil p rid) 1 i mus * 

! d a' . I ( I - a 1 a i i t ■ , - d h a i 1 d i mo. i d ' a a h i I I i ip\ i u! uia 1 1 i on t i iia lua = 1 a rpo 1 \' 
oT -ai I i r : ' ! \ t ^ ' ; ( a t - r > xl ! oo t od t ixoa r a t lua' than 1 or a 1 i uoiMiio and 
ar' i[uaa s ( a . , 

f.xp^taaion ^ '-K^ ; 'i p po r i I'M voixil loaa! and tVxhniral odaraMon should 
ho r >avl i f i oiU'fhoi [UM! it., i i 'o r I o n t a t ! o n to uh'oi i na iMii[) 1 osaa' noods , 

! I a. n 1 Mn . . I ! i n x ^ o ( \ i i a » a ! ! u ' a t o t i r . ;d lou 1 d ^ o a : . i d o r a poo i a I ! i uano 1 a 1 
i ; ; ! i a i n > ' ■ a i • » i i ii> : to p i o lii i t n i P. i n ma o a t r a a a po r t a I i t,>a a v a t tafis ( o 

a : a i = ■ i M. •< a fix ; a - 'd • . o i . ■ ouinn 1 1 1 ■ ? - ; iM^v i ni; la oiu la xi t t a^ a E ( v houux- to 
. I a H i I i . 1 j ! 1 1 ^ P M a i . M t . . . 
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Land Uaci Rev le w- =Kach Great Lnkes Htatc Hhoul.d undcr-cakQ a compre = 
hmuTK^FS^^ laws, incentiytJH, and technLques that can facLLitatc 

land assembly for ecnnofiiLc development. The study ^should be used 
to seek appropriace enabling LegiHlatioij^nd to educate local 
officials In the prLnclpleA and procedur^B 
assembly programs. 
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STIMULATLNG NEW INVKSTMENT 
Find ings 



.Econdmic stagnation in- tl>ls region stems primarily from the high 
death'^*rate for Industrial^ enterprises t/tiiah . is no t . now being offset 
by the expansion of existing businesB\and the creation of new business" 

by entrepreneurs , .a trad l-tLonal strength of this region and. what 

brought it Into ecoaomic prominence in past decades. 

Funds f or large-^irm expansion are available in the national capital 
market. The lack of sfeart-up funds and high-risk venture capital in 
this region is a reflection of a national phenomenon. 

Funds for small business are one of the keys to new Job formation in 
the region and a number of scops could be taken to enhance the avail= 
ability of funds for such firms. 



Rec ommend a t ions 



Regional Action: 



Rel axing Portfol io R e g u 1 a t i o n s — B e c a u s e saving is being increasingly 
rnstitucfonalized and because financial institutions have significant 
constraLnts on the kinds of ihvestm^ts they can make, larger ^ invest^ , 
ment Ln high-risk firms could be obtained by relaxing portfolio 
rugulathHiH, For example, the EmpLoyee Retirement Income Security 
Act (KRLSA) could be changed so thaC the "prud*t man" rule applies to 
thu total portfolio rather than to each investment* 

Senator Lloyd Bentsen introduced a hill in 1977 which would give 
managers of pension funds the leeway to invest two percent of the 
assets of their pLan^in companies with paid-in capital of less than 
$25 milUon or in venture capital firms which invest in such com^ 
panics. Tljis Ls the type of chanfee? required to increase funds fW 
iiigh-rLsk, potentially h igh-growtlf firms . 

[ncentives for Mculern i i^n r t on--Fed era f incentives for modernisation of 
p'fants shouUl he oxamiiiocr^ tonal impact, t^.g., larger tax credits, 
higher dupr ec iat ion allowanceH to add to iaiterual sources of funds, the 



tax treatment of dividendB and capit£ij.l gains. Special corppr'ate tax 
treatment for -Bmall business has been proposed in the Senate Small 
Business Gommittee to increase Che ability of these^ firms to grow 
through retained earnings, addition, tax reform has been identic 

fied as a major legislative interest for the Carter adininistration . 
It is in the region's interest po ascertain which types of tax 
changes will benefit their industry most,- for example, those for 
which the target is modernization,; 

Strengthening; the Small Business Administr ation —The SBA could Be 
str'engthened 30 that it is a bigger source of dollars for small 
firms and for venture capital. , An SBA task force has identified 
several areas for improvements, and le^isla tion responsive to these 
suggestions has been proposed ih - the Senate Select CoTraiiittee on 
Small Business. ^ ^ ^ „ # 

Funds for S mai: Firms — The level of fufids available for existing small 
firms in thu region may be insu f f icienof ^ assessment ^?f the snurces 
and amount of funds available would be helpful. The reasons for the / 
region's Low sliare of SBA loans and SBIC activity ought to be deter^ 
mined* The effectiveness of technical assistance currently avails 
able from state government agencies, the SBA, and others may be 
blunted by a lack of awareness of the programs, and/ by confusion 
arising from tlie overlapping functions. Coordination among groups 
offering technical assistance and an ongoing effort to inform small 
businesses of the resources available ^could substantially assist 
marginal; firms and increase the birth of firms in the region. 

Study of Venture Deveioprnfent in ithe Region — In the Great L^^kes region " 
ventiire capital availability and the identification of entrepreneurs 
and their demand fo)= funds are tt^ topics on which there is little 
organized ur easily accessible information. A study of these issues 
could considerably improve the region's development of new, potential 
high-growtli enterprises. The dynamics of generating venturing activity 
are not weil understood. There may be economies of scale from sharing 
among tlie states the existing knowledge about nurturing individuals y 
who could become entrepreneurs and their fledgling firms. Perliaps 
liigh sales potential firms could he generated by an organized and 
sustainefl eifort to make avnilable to entrepreneurs the array of 
'taients nuedud for a successful firm. Assistance in marketing entre= 
preneurs to vcnUiru capitaliHts and SBICs throughout the region could 
also bu useful . 

In f or ma tion Clear inghouse--Se r up a clearinghouse for dissemination 
of information on successful financing and economic developm.ent ex= 
perlments. Alrhough large citioS^ in-<t!ie^ ;region may keep in ^close 
t(nich, smaller cLtles and rurruT areas may "^Vspecially benefit from 
more organized contact: dur i ng '^^^h icii common problems and successful 
sol ut ions can bt/ shnrtjd , 



Ei KjOuragi ng F oroigiv Inve&rt:mcnt "-Joint: vencurcs to encouragta foreign - 
Tnvestment. Ln Che region will direcCly and ind irec tly .benefit all the 
Htates beuause of the umplfOyment and purchasing linkages. Joint 
vencures to uncourage i)urchnsuH df the region^s produc'd? by foreign 
countriGH could gtaierate more demand for the region's products.^ ^ , 



Scatv Act Ion: . . 

i . . ^ i ' ' 

8. Br anch Banking s-Concentration in banking in a local area can lead to 
le^-^ compecl tlon among bankB and result in a lower voluine of loans 

"i through either high interest charges or a shared conservative lending- 
p o 1 i c y r Th e f 1 ow o f .f und s b q twe en b anks can also be -.imped ed by t h e ^ 
structure of the banking industry . All states in the region except 
[ h 1 L n o 1 s \ 1 a V e ' limit ed b r an c h 1 n g w s" , S t a t e =w i d e branching should b e 
examined to determine if improvements in customer service and ease of 
transfer of funds from surplus to ciapital--starved banks outweigh- . 
d 1 s ad van. t a g u s w \ \ i c ii ^ c o u Id s t em f r om p o t e n t i a 1 1 y i n'c r ea s e d con c e n - 
tratlon of banking activity, 

9 . 'I ^roadening Chart ers of Stat e In vestment I nstitutions —Legislation 
^ allowing sta tu-char tered savings and loans to invest in a wider 

variety of investments could increase the supply of credit to local 
bus ihesses , 

1 1) , E a sing Stat e Lie t- n s e s a nd A p p r ovals Problems — B u s i n ess f i rm s wo u/1 d be 
more likely to locate new or additional facilities in the region if 
there were one person or agency responsible for coordinating the many 
a g e n c v a p i ) r o v a 1 s r v q u i r e d b e f ore a plant is built. A s t r e am 1 i n 1 n g 
o f t h i s p r o c u s s wo u Id r ed u c e delay and uncertainty f o r firms. 

IK tUsk To^U i Government 5 at both the state and local level , can take 

a leadership role in encouraging innovative techniques to rebuild 
d tj c a y i n g a r e a s o f c i t i e s and in c r ea s e 1 o a n availability in r u r a 1 
areas, ^ Risk pooling by banks and other financial institutions is 
onti means of doing this. 

12, 'ra:=^ Inc- unt i Vi'H for >k3de rnig in g Uidustria l _P]ant s--Revision of state 
tax laws which could give incentivo to firms to modernize existing 
plants should be considered. 



[■NLRnV AND THE FUTUKE OF THE GREAT LAKES ECONOrn^ 

Findings 

1. Uncurtainty of Hu[)[)Iy is the major (.'Uurgy [n:oblem. Bt:cause of thi'.ir 
heavy concentration of manufacturing, the Great Lakes status are 
la rge fuel consumers . Cunsump t ion is approx inia toly balanced among 



coal, natural, gas, and oil, although the six states vary donaicj^i^lily 
in their depGndencd on v^irious fuels. r )-. 

J 

2. Although tlie region is a net. importer of energy, it has abundafit 

coal reserves; however, their high sulf ui^^ontent presently l;nip^nh;H 
the full real:! zat Ion" of tfieir potential, 

3 . The avail a b i 1 i c y £ind p r i c e of energy are, of c o u r s e , h i g h 1 y ^ p f J^Ci^i t 

iipDn national energy policies. As both a major supplier and con^|fc*r 
of energy, f edet^al govetnment acti'on in^large measure will deterTTKBp'' 
the ease with which this region can ,niake the transition to higher*v-*. 
prlcec^ fuels and -a different mXK of fuel^ use, 

4 . F G d o r a 1 p o 1 i c L e s o n a u t omo h i 1 e f u e 1 eon s u mp t i o w i 1 1 h a ve a ma j o r 

impact on tlie^ region in hntlt short' term adaptation of Sutomobile irir- 
d u s t r y o p c r a t L o n s and in the mix of foreign and d ome s t i c att t omob i 1 e 
purchases . 



R e c o n m 1 ri d a t i o n h 

\ 

Regional act ion i \ 

1 . Reg i o n a 1 P o s t ur e on F e d e r a 1 En er ^y Price Regulat i on - = Pr e s en t r e g u 1 a 
tion of the well-head price^ of natural gas produced for interstate 
shipment encourages consumption and provides little incentive for 
exploration and production for interstate shipment, l^iile higher 
prices of natural gas will naturally affect consumers in the Great- 
Lakes region^ it is in Clie region* s long^tun interest that natural 
gas be priced to reflect its scarcity value. 

2 , F V: d e r / 1 1 R e s e a r c \h a n d D e v e 1 o p me n t o n ■ U s e o f H i g 1 1 = S u 1 f u r C o a 1 - ^ Th e 
f e d t ! r 1 1 g o V v r i 'i m e n t p r q h e n 1 1 y s [3 e n d s a b out $ 5 0 0 in i 1 1_ i o i\ o n r e s e 1 1 1 c 1 1 
related to the use of coal. It is impox'tant tliat tlie region under- 
s t and s h ow v ar i o u s d ime ns ions of this re sea r c h may a f f e c t use of it s 
abundant reserves of high-- sulfur coal, A study should be conducted 
t o s y n t \\ e s i z e exist ing res ea rch on t h e t ech n i ca 1 and ec on omic c on= 
straLnts of using high-^sulfur coal and the present s tat e=of ^ the-=ar t 
and research efforts for dealing with existing constraints. 

Several potential energy. prc)blemB liave regional dimensions wliicli may 
me r i t i n t e r s t a t e c o o p e r a t i o n a n d p o o ling of re s o u r c e s , T h e s e a r e a s 
r e 1 a t e t o e n e r g y d e v e 1 o p m e n t an d 1 1 1 c- 1 m p a c t s o f n a t i o n a 1 energy 
p(^Iicy on the regional economy. 



K=in 



1 

RuBearch on Shale Oil and Guh Dove I Dpment °-Bu cause of Lhe vani: 
phvsLenl potential of thu Devonian^ shnl e underlying the Qrapt 
l.nki^H rQ}iion, it in in Llit? region's intereHt to promote^ federal 
renearch on the di.we 1 epmen t and cnmnierclal ization of this 
reseurre. PiHULng uf regional fundH supp 1 emen t present levels 
of federal suppt^rt mav a 1 ho be piisHihle. It is reeommendBd that 
the statuH Heek additlcinar federal support for acceleration oi 
Hh/ile oil and ga.s development. , 

R V s e arc h a nd Planalng .on Oil^ and Gas Drillin^ in the Great Lakes- -The 
sma] trAimounrs of oil and gas in the Great Lakes are potentLal regional 
^ e n i_' r g y s o u r e u s c ? f c o r i s i d e r a b 1 e c o n t r o v e r s y , Be ea u s e o f t h e p o t e n t i a 1 
benefit to the region and the potentlai impacts on certnin local 
areas. It may bo useful t'o conduct a brood regio^nall. asr^essmen t of the 
poss Lb ill t ies and conHtraLnts of ^ development of this resource. The 
merits of a ^mul t L=s ta te study (primarily Ohio and Michigan) should 
be ekp lured. ^ 

An a 1 y I s of 1 1 1 c E f f u c t s o f P r o p osed National Energy Policy on tilie 
G r u a t La k e s R eg ion - = B e c a u s e o f t fi e dependence of tdi i s r e g i o n ■ s 
economy on tiie demand ftjr autcimob iles ^ national efforts to increase 
a u t o f 1 1 o 1 e f f 1 c i e n c y 1 1 a v c^ ma j or implications for t h e r e g i o n . Th e 
a u t o p r od uc^|L n g a nd s u p p L i e r status should un d e r take . a b road exam ina= 
t i o n of 1 m|> 1 i o a I i t)n s f o r t li e r e g i on o f t h e t r an sit ion to more fuel- 
efficient automobiles. 

Some energy Lssuos are best handled on a state=by-state basls^ with 
interstate planning as appropriate, 

S-tate PlaniUng for Isnergy f:mergtn Tc^es--Far t iculn r 1 y in the area of 
' natural gas supply, s ta Ee. economies are vulnerablu to supply dis^ 
^ruptLon. Although only Gentral Oiiio experienced severe disruption 
during the extreme c^old of early 1977 , evaluation of contingency 
pitnining' and methods ft^r ' reducing the economic impacts of future 
wcCatlier-related slumtagra could be explored. Areas for expanded 
interstate cooperation in planning of storage and in exploration for 
new sources of gas are also subjects for consideration. An agenda 
of intra- and interstate topics should be developed for consideration 
by the individual states as appropriate. 
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TRANSPORTATION AND DEVKLOPMENT OF THE GREAT LAKES REGION 



E i ndlnKH 
r 



i. < Enhancpmijnt of Lht* Great: LakcH/St. Lawrence Seaway sygtem can make 
^ - ■ tin imijortant contribution to the, region's economy, Extensive studies 

^ * ' nre available on Che feasibility of season extension and water levels^ 

^ t^ugulatlon. ' , 

' • / , , "■ ■ ' • 

2i Enhancing river comTierce a Lho lb important to the region. * Thi^ majors' 
issues here are cost recovery on -water commerce and extension of ^ 
f he L o ck i ng ^ c a pa c i t y a t Bnme ^ p o in t s . 0 ■ . | 

3 , Ra ii d e t er i o r a t i o n a nd a b and onm en t are major c on c e r n s , part hz u i ar ly 

, to sjiialler towns and ;nanuf ac tur ing centers. 
./ - ■ . , ^ . 

' . ; A, Enhancement of air faGliltieB^ and service are needed to help some 

..urban centers, devoiop tlie ir *f nil- economic po ten tial . ' ^ " " 

, 5, Although the intep^^tate system, is virtually complete in the region, 
giving it" a gotid major highway network , some areas, particularly the 
Nor th , remain 'iso la ted . Ther,e .are pr-&blems witfi the secondary road 
.1 n d b r id g e c a p a c i t y i n s om e a r e as , , » 



Recommendat ions 

Rcgiona I Ac t Ion : 



E xjim 1 n a t i Q n ;^C3 f E e d e r a 1 Reguijit^£^^^£Xg£t £ — The states should/' develop 
a broad = based [position on^^^g^nding federal regulatory changes af- 
f e c ting r e g i u n. a 1 trans p o r c : i 1 1 o n . 

Examln a t ion of ' E e der a l Elnanclng — Similarly, t [ 1 e r e g i 0 n should support 
changes in federal financing of water^based transportation which is 
relatively neutral between systems in terms of total pT;iv^te sector' 
{M)sL (^r uHLng the system. Further^ tlie region siiouid encourage ex- 
amination of yie effects of federal financing on the diHtrfbution 'of 
bulk s fi i pm e n t s h) e t we e n c tim.p e ting m od e s . 

In ters tq te Rai l Passenge r ^J^jinn^lng^--Because of the number of potential 
high^density traffic corridors in the region, the states should explore 
ways in which they can f aci I itate the upgrading of intra- and inter- 
state rail passenger service. Examples may include renovation of 
downtown staticMis, sLatti support fc^r upgrading railbed 01^ joint ftuieral- 
state prograiiiH to expand [lasstuiger service, Siu-h efforts could st^rvt' 
the diial pur[m^u* oi i.^reatLng ^K'm i =sk L I letl employmt-ait 0[ipor tun i tle^i 
for tliu. urban untinployt^d. 
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WATER ,AND FUTURE DHVELOPMKNi;, IN THK flREAT I^AKKS RKCION 



1 nH i \^\\ 



Overaii, wntor L^j^ono of tlu^ re^ion^H ^roatusL dovolopmLMU aHHots, 
OHpuclally wli|(^1i co^!^ai:fd to t\\v prohUanH of tfiu WosL ; luiwever , Hoint* 
artiatn du hav6 prubloniH ot civorul i. J Izat. ion and suppLy sluirtaKt^s. 
Ot\\QX'0^yy\vv st^voro pollucion probK^ms tliA pra^vont furLhcr d(.:vtM opnion t 
I ) L w a L 6 r n s 1 n g 1 n d u b t r L c s , 

The rt^g ion's cohCh of prcwiduiK adcquaLc wa^^tu LreatincnL tacilirios 
aru now higher and aru pro J lu: ted to bo highta^ Llian other parts ol 
the United Status on a per capita ban Ls , yet it is present I v rc^- 
reiving luss per eapita than cithur areas trom federal grants tor 
HtH^/eragt.' cre/irnuMif: taeilitiL^s, 



Ru.e oniniorida t Lonf- 



Regional Ae t Lon i 

t 

U Review of Kxistui g H tiKlies- = New studies should not he neiuhal hert^ 
because the water resources field has seen extensive studios 
(University Stei Grant programs. River Basin Commission Framewtirk 
st^idies, OffLtH^ of Water Restnirees Research grants, Universitv 
Water Research Lnsrirnte stutlies, wot to mentii)n a number oi federal 
and ;nate agency studios). Further work in this art*Ji for the (hea! 
Lakes region should be made only after careful consideration ot piesLMit 
and past efforts, Multt = r^tate efforts to synthesize and implenuMit 
r econimenda t i ons from piawiou>> planning efftirts should t:ake procM/diMua' 
over anv new, large-sea ie regionTil studit^s. 

e, llvaluatLon of Waste Wat eg la^eataiient As s i s t ance = - Tlu^ (ha^al UaktMi states 
received lowtu^ than a\a.aaige federal assistania' for was I ware!' troat- 
ment In M)/h,'hut art^ pro|eett.Mi to have abovt* avoragr taa^aiinent v^- 
uuironuait5w Bia ore indivi.dual states begin et^^Ma^^ to >iecti!a' additional 
fi^deral suppoit" for wa^a^^^ water t" r ea [ iiuait , it d.s r etaMiinRMuled thai the 
total, level ot' ttukaei I ruipport pi" u>r to V'^l^^ a>^ well a^; budget 
authority for riau^^"^^l grants be dett^rmined. If the rc^glon is Inflow 
tdit^ nat ional avtueige basc'd on past and pta)jLuMt'd ttaleral i>ut las'S, 
ai'tions ^dionld be iaiit latt'd to securt* giants in proptut ion t Id'A 
est i nui t e<l lu ■od s . 
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• ' .. ' 1. ' SURVR Y METHOD 

'/ / J. / ■ ' 

"This survey was designed to weave together two separate streams of inforrna- 
tioni tke first derived from the pereeptinns of business, government^ labor, 

■. * - 

and civic leaders concerning th& region's problems and needs; the- second from an 
economic and demographic analysis" af- the Orent T.akes reagion* The rwn were then 

brought together to contrast nrfd^evnluate tlie facfual Information nvailable 
: . I with, the percept tons of tlinse makLng derisLons In the region. 

The surveys of the region were carried out by first bringing together key 
. state Lefflcials in each of the participating states to discuss their views on 

each state s economic problems and potentials* The's^ ,,ConBtituted an inl^^iatl 

1$:^ ^ _ * - ' • - _ /' ' ■ J--^' 

* set^ of ,f ind ings on the region's problems. The states then arranged a Aeries of 

interviews with leaders In business, labor, anfl public t^f fairs* SoM of these 

'-yAXe individual interviews with business and labor leaders; othafs'wurf' small 

group meetings * In both cases, tliose interviewed were'^aske^ to react to the 

initial f ind'lngs on the region' h problemH and were then a^xed to contribute 

their views about what needed to be doiiu to solve those problems and to f^nhanre 

^^he economic well-being of the region. 

i-i- * " = ' ' * 

* The economic and demographic analysis cionsisted of an intensive review of 
existing research and data supplemented by original researc li ^concern tng economic 
interdependenc Les In the HLx=f^tate region. This Latter work permitLed simulation 
of the imp ac t h of p o L imi 1 1 a J shift s 1 n s xip p 1 y a r d ema nd f o r s ome o f the re g 1 o n ' s 
p^oducLH on tht' threat I.akes re^;io[inl {.u-c^iioiiiv* 

' ^Part One describeH the ticoiiomit: cLia 1 I uii^u^s f ae Lng the OreaL hakes re^u^^n. 
Par tf Two sets' forth sunuA [)ntentiai Initial strategies fur ai tack ing the hi- pi oh L ems 
and B t irtiu 1 a t i n g t he r v y, i i ? n a 1 c c o n cmy , 

In Part Onr ^ S»t t it)ii I rUst his Mu' tl i ' vt ' 1 1 jpnic ii I. isl t lu^ rcoiu^inv ot th*' (^rt'at 
r.ij kes t n t and the pr m s s mU ! i ti k . i )m ■ m w i t h i f h» ' « - r ( Minnn' < ^ f Mm ^ n^y u^\\ ^ Th i 

t 

sec t toft^cxp la in.H why , ui crafling HohuioiT; to ihv rL'gLon'f; prp!) 1 uinf; , it nij-.' 
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be viewed leg i t initije ly as an octHi.omit' rc^; ion-^Lhe mauut ac tur ing ht-artlaud of i ht* 
United S tn tes= = ra t hor tUnn six Hi^paraif statt' oikmiu i-; , 



A. ^r// ' , - 

Section II turns to the Hptu'lflc problems of the uronomy of tfie Great Lakes 
j^tatesi The shift of manuf ncCurl^ft ump 1 oymant ^-awrtV f rc^m iirhnn arccis; the 
regional disperBion of manufacturing; lIhj ruglun in world tiomput It Idn; bIow 
growth In regional empioymt'nt; tlie Impac-t of low n/itLonal growth ratos; the 
growth of'thu roglon'jr* Iflbor force; and poiuilatlon and migrntinn changt^s. 

S (: t i o n til d\nv u n h v h 1 1 1 v f a v L o r 8 1 n flu v n c i \%^ t\\Q ( » real La k n r r otti p p 1 1 1 iy 
posltton In the natinnal prnnnTny-^thn roRt r of rncr^'.y, trixeM, diruu^ and iritliruct * 
I,abor coHtH. 

In part Two, Section IV offerB a strategy for regional development to 
addruHH botli X\\v Hh/irf»d and ( i)nmiOn [jrohlcMTiM of \ \\v Hreat Laken Btates' identi f led 
in the Survt*y , It |)rop()Ht*H i\\v df»v(' 1 f>|)ni<'nL of a (Muit inning policy anaJyHiH cai^a^ 
bility cuncu rn i n^, coiitiiiun [iruiiU'inH con front eti l)y the nix Btates and thi' deviUop- 
ment of an t'xparuk'd conmi ir t oij r«'^»h>nal dove* 1 opment that would bring tngethor 
gnvornnient , biKiftK^ss, I/ifior, and (Mvic Icwidrrs in n fori!|ii fcir c^ommon action on' 
t hi* r i*g i on * s j)r oIi 1 vwva , \ 

Section V ;id-,d rt-'Hiio Is tlu' t"t_*iitra_l roniinon uct)n_omic devul opni^un t [i [)rob 1 uni of the 
ro^hin--thc tranMitiona! diMicnlMrs of t fu- ri'jU<^n h induHtr in 1 i zed ritien. 

Serti(Mi VI revii'Wh^ ila- slKiriul d i t f i cii 1 1 ies of tliu region -y Indus t riai ized cities 

niimhi^r ot rcMirsr:; (ti ;ic fii>n t ho 'naio;; fonhl raki^ sin^^v or )ointly in dealing 

■ 

w i t [i t hem , , 

int ludiiu^ la- rluiu-rs Mliiums in tiir i mt Mnp 1 o viii * ■ ii t and Wc u I< iiu > n ' : ; ( lompo n sa I i on 

Liws. 

f -ha p I . 1^ fi p ta 5}>o;a: - < i i - ^ f . m I i i mi t ) ! I a i m a- -ma 1 1 . i )a ■niuri f -a;oviaainiiai t ! i> laiiiia { o ^ 
promoto undai^st aiu! i n;' ■>! fli.- f.-un)' ^ ■< Miiin. ai j a oh h ni a and jaaiiiiou^ i> vw .irli.asa in 
l^;o 1 V 1 ru' r horn . 

(Miapter c; diHrioou^^^ aasta a and liahilifita. ol \\\v rr^ion's piilUir i^diiiai 
tion sVHroms and t ho raHoa rfiov plav i .wonrMior * h -vr ^ onna - n f , 

\ ! 



Chapter D treats the centrol issue of providing more risk (;apltali .to .. 
•tlmulata the expansion of business in the region and to encourage the creation 
of new enterprise • 

■\ phppter E details key concerns over future energy supply any ' costs In 
the region. ' ' . - ^ i - 

Chapter F reviews the groblema and pote^^als of the various modes of 
^ansportation. 

Chapter G is concerned with one of the region's greatest^^development 
assets^-watar , , ^ * ' 

Chapter H discuBses tlie kcjy problems of agriculture in the region, ^ 

Chapter I is devoted to tlio major irisue of the flow of federal fuhds into 
the G^eat Lakes RtatoB, . 

Section VTI, the Final nee t i^^n , d iscusses organizational optiona avails 
able to the six Great Lakes BtateB. 
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' THE GREAT ^I^S STATES AS AN ECONOMiC REGION . 

The area , intending ^aroyd the lower rim of the Great iake^ Is the premiar 
heavy ffianuf acturi^ffi region of the United States. It produces mo*re than half 
of the nation's steel, two-third's of the country's autos and partSi 40 percent 
of ^erican primary metals^ fabricated metals^^nd mach^^ne^y (Table 1)* 

The ore fields of Minpesdta feed' the/st^al mills b Indiana , bhlb, 

' ' ' i . 

^ and Michigan, Those steel mills in turn feed the engine and turbine Industries 
of Wisconsin, Computers made in Minnesota are used by the auto Industry of 
Michigan j Ohio, and Indian^. 

If the western region of New York centered on Buffalo and the Greater 
Pittsburgh regipn of Pennsylvania are included * this sect;ion of the United % 
States between the Appalachian Mountains and the Mississippi and between the 
Great Lakes and the Ohio River is indeed thefltoerican Ruhr, the nation's indus- 
trial heartland ' (Figure 1), With 22 percent of the U,S* population^ it produces 
almost 40 percent of the total value of American manufacturing output. It is 
a uniquely distinct ec§nbmic region of the United States. 

Location and Resources 

The growth of this manimoth complex was partly the result of its strategic 
location in early national development and partly the consequence of its rich 

natural resources^^land for agriculture; timber for houses, boats, and cities; 

- ■ ^ 

iron ore, coal, limestone, and other minerals for the developinent of infant 
Industries. The Great Lakes and the Ohio River mde It comparatively easy 
to open up these territories to early development and commerce* 

As the resources were here, it made sense to locate e^rly processing indus^ 
tries here, especially as the population of the United' States was moving west^ 
ward arid most early prqcessing industries involved large reductions in the weight 
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' TABLE 1. \_ ^ 

6REAT LAKES mPLOYMENT GONCENTRATIONS' 
BY INOlJSTRY GROUP, 1973 



Type of S.I.C, 



Product ; Codp " ^ . Industry of U,E 



D = Durabla Goods 

ND ^ Non-Durable Goods 

Source: County Business Patterns , 1973. 
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Great Lakes 
SLB pfercant 



- ' 


D 


19 - 


Ordnance and a'ccessorle^ 


14.8 






20 


Food atid kindred produc/ts 


23.2 




ND 


21 


Tobacco manufactures 


1,8 


1 


: ND 


22 


Textile mill products 


2;8 




ND 


23 ^ 


Apparel and related products 


7.2 


■- f. 


D 


■ 'i 
■ 24, 


Lumber ^and wood prbd^cts 


13,0^ 




D 


25 


Furniture and fixtures ^ 


20,9 


i ND ^ 


-26 


Paper and allied products 


26,8^ 




ND 


27 , 


Printing and publishing . ' 


->2^,4^ 


i 


ND 


28 


Chemicals and allied products 


21:2 




ND 


29 


^ Petroleum and coal products 


19,6 




ND 


30 


Rubber and p-lastics products, N.E.C, 


34.8 




ND 


31 


Leather and leather products " 


14,8 




D 


32 ' 


Stone', clay, and glass products 


26.1 


.:' 


D 


33 


Primary mntal industries 


' 4i;9 


• 




' 331-2 


Pr imar ^ -hti^^ ^ - 


51.2 




D 


34 ' 


i Fabricai letal products 


^ 39.4 




D 


35 


Machinery, except electrical 


, 41.6 




D 


36 


Electrical machinery 


30.8 




D 


37 


Transportation equipment * 


^ 40.9 




D 


371 


Automobiles and parts j 


66. 4 




D 


38 


Instruments and related products 


22.8 




D 


■ 39- 


Miscellaneous manufacturing 


21.5 



The Manufacturing Belt, 1975 
58 Percent df^Manufacturing in U.S.A. 




Concentration of Durable Goods Mfg. 
Concentration of.Non-Durable Goods Mfg, 



Source : 



Academy for Contemporary Problems ^ 
Great Lakes Input-Output Analysis 
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of raw materials to f inisfi^producta.^. It jti^t did not make econoTOic senss to 
ship raw materials. For these ieasons, the iVon and steel industry developed 
here, , Sand and then natural gas brought the glass industry. Timber brought the 
Itimfaer Industry. Thes^ represented the beginning of the Great Lakes industrial 
complex. As raw materials made it logical to locate primary processing in 
th^ region, likewise it waB frequently more efficient for those who used these 
primary products to also locate here. Lumber brought the wagon and carriiage in- 
dustry. Iron and steel brought fabrication, tool and dies and machinery indus^ y 
tries. In almost every case', it was cheaper to ship the raw mateif'iale to a ^ 
neatljy processing plant and then to ship the finished goods to markets further ^ . 
away , 

f 

Self-Snstaining Industrialization ' v^l , - > ^ / 

^ ' , - ^ ' 

. Vhen tha^ aucomobile induscrV developed in the region^ basically an outgrowth of 

the carriage and wagon manufacturing industry j its suppliers'^=in thfe form of ^ ^ ' - 
sheet steelj glass j machine tools rubber , and component parts-^wete located here 
too. By Ahls titimj the jfegion had developed beyond its original natural resource 

i ■ ' * =■ 

base and its further growth was spurred by the self -^sustaining growth of this 

industrial care* A skilled^labor force in durable goods manufacturing developed 
in the Great Lakes region unrivaled elsewhere in the nation, ' 



Agricuitura made its own special contribution to the region's development 
as well. The great f ood-producing region of the American Middle West begins 
here and extends to the Rocky Mountains, As the land was cleared^ this region— 
essentially now the eastern corn belt of the United States----became one of the 
richest agricultural centers in the nation. The dairy products exchange in 
Elgin, Illin.oiH^ at one time set national ' prices for milk, but tew, and eggs* 
It made sense to manufacture faVm machinery here. It made sense to process 
farm products here, Hogs and qattle were fattened, slaughtered j and*- dressed for 



final markets. While Chicago was once the best known and largest example of the 
latter, many other regional cities performed similar functions, Minneapolis be- ^ 
came the major milling center for the nation's wheat, an4f b^-'productSs such as 
animal fats, wefe used to make soap in Q^ncirinati^ ^ ^ ' 

The Great Lakes economy became its own best market as the region's todus- 
trial complexion and diversity advanced. Because of Immense population growth j 
if became its own ^best market for its automobiles, .its own proces^ed^Jood » its ' 
own timber, and its own beer* • 

THE WHOLE 15 GREATER THAN THE SUM OF ITS PARTS - ' 

Throughout its history and up. to the present, students of the Great Lakes 
feconomy have subdividgd the r4gion\ into its component parts (Figure 2) : 



The Corn Belt : ' The eastern half of a broad sweep of extremely productive 
agricultural land, beginning In the Appalachian foothills, and eKtending 
in a widening band westward to eastern "Nebraska, Kansas, and South 
Dakota * ^ * , 



A 



The Ohio Valley Prqylnce ; The coal fi6ld and chemical river economies 
of southern Ohio and Indiana, and southern and western Illinois* 

The No rthern Forest and Mineral Belt : The extractive, shippin|, and . 
recreation economies of northeastern Minnesota and northern Wis^consin 
and Michigan. ^ 



The Norther n W h^ac Belt^ ^ The eastern margin of the Northern Plains 



wheat belt. 



• The Lower Grea_t Lakes Indus trial Belt : The western, heavy industry 
' half of our national Manuf ac Cur ing Belt stretching from Cleveland ^to 
Milwaukee. ' - • 

Of the five major sub regions, tliis Indus trial Belt clearly dominates f"he 

economy of the six=state region. it has the lion^s share of the' Great Lakes 

region's durable goods manu f acturing Industr ies , most of its large cities, and 

almost 60 percent of Its 1975 pupu lat ion . I t is in' l^lii.s core industrial area of 
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the Great lakes region that the most severe economic adjustment problems affect- 
Ing the largest nmber of persons have been emerging. The economic inter- 
relationshlpa within this industrial belt pay little heed to state lines. It- 
is a highly Integrated manufacturing complex^ easily the moat closely linked 
aconomlc region In the U..S, 

The alx-state region buys and sells much iqore ^o Its own Indus/ ri^s and 

people th an It does to the rest 6f the na^on and the rest of the world combinedi - 

^ - f ■ - - 

Detailed estimates of regional Interlnduatry relationships* Indicate that almost 
^82 percent of regional Intermediate irtdustry requirements are satisfied by regional 
output. Similarly, regional plus foreign exports of regionally-produced goods 
and services account for only 20 percent of the GiCat Lakes region's total output, 
while only 22 percent of ^^ifttermediate and final requirements come from outside 
the region's domestic or international borders. This is why what happens in Ohio 
is Im^fortant to Illinoiei what happens in Michigan is important to Indiana, etc, 

THE CONSEQUEKCES OF REGIONAL ECONOMIC INTe\dEPENDEN^ 

We can see the intricacy of these linkages by tracking the Impact of potentlil 
shifts in supply or demand for key regional products. 

Sailing Fewer Automobiles 
A temporary or permanent reduction in the sales of one of the region's* 
key products^ automobiles * has occurred irt the past and could happen againi 
for a number of reasons* Foreign competition could continue to erode the ^ 
domestic market* In the 1960's^ foreign cars comprised 5.8 percent of the ' 
value of domestic production. In the first six and a half years of the 



^ See Appendix A^ which includes the Great Lakes input/output table* 
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1970's, foreign cars accounted for 25.9 percent of the value of U.S. auto 
jroductlont Gasoline price increases could move the nation back to single car t 
families and mass transportation» Auto production, partly as a result of national 
secession, dropped about 25 percent in each of the two years following the oil 

4 .... ^ 

embargo i with substantial negative impacts on the Great Lakes economy. To ex-^ 
amine the effects of a 10 percent decline in national final demand for automobilesi 
a sllmulation was performed with the 1975 Great Lakes Input/outpuC model.* 
The 10 p^cent decline in'auto production would result in over 85s 000 iob 
losses irt: the region's aiito industry, but more than^l69iOQp other jobs would 
lie lost through ihdirect multiplier efffects on suppliers and on those whose 

income is in any way dependent upon auto sales. The total of 25^,000 Job 

_ .^). . ^ * _ . ^ ■ 

losses and a $13*4'^ billion decline in total regional output would be \n excess 

of three times the effects felt 'elsewhere in the national econoniy as a result 

of the 10 percent decline in' national final demand for cara* 



Reducing th e W^J-gt\t of Automobiles 
■* - * 

For better fuel economy, a reduction by 700 pounds In the average weight oH 

American-made automnbilL's Ls already underway. Most of thiB reduction in ^ 

weight will be aclueved by lower Lng ^ t lie amount of steel In American cars, preHently 

about 55 percent, or 2200 lbs., of tlie total 4000-pound curb weight of an 

average car* To simulate the results of such 'a change^ the regional steel input 



* A de tailed _ exp lana t ion t the s i mu la L i on nud its rL-sul ts can be 1 eutul in 
Apperul i X A i , > 
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cofrfWclent to the motor vehlclu induHtry wan ndjuHLud (atCer roTHoving trucks 
and buse-s) to reflect the almoHt onu-tliird decline in stcacl uBage (700 lbs./2200 
lbs,) per average ai|to. 

The results of the Bimulatlon indlrntes n reRi^nl empl^oyment loss In excess 
of 30,000 jobB, 20,000 of wliirh arc in the rcg i on ' s h tuu I Industry, and a $1.44 

billion decline In total ru^itnial icnnumic nctivity. Again Intra-rcgionai ^ - 
impactB are far In cxcc^h of impaciH nuLHidc tlit* region. 



Steel Plant Closures 



The loss uf job^^ Ln the sLeul induHLry in n^it hyputhct it:al . It is happening. 
The YoungHtown Hlicet niid Tube Cniiip^uy r tu-eriLly announced that 5,000 people would 
be laid tiff in ttH C!ainphell, {)hiu plaiit. Anotlier 800 Hteel workers in Niddletown,^ 
Ohio, wt^re laid uft' Lwo days latL^r=. A simulaLit^n of the effeetM of the clpsing of 
the YoinigHtuwn plant shows that, in atld » t Ion to tlie 5,000 dLrect jub losses in thd 
HtiH*I indiistrv, theri^ is an .ithlitioual 1()HS n\ 7,000 regional jobs outside the 
Hteel industry, most ot wiiich rould bv expected to take place In Ohio. l::ach direct 
Oliio )t)h loss re^nilts in an achl i i i oUti 1 1.2 job losses in the region's labor force 
as well as a $ >jf) nfi 1 1 jnui 1 o^^s in total reKA^aial output. 

Curia i 1 inent of Naticral^ Gas S oj^pli es 
Another real prospi-rt for re^^iou is a c urta L linen t in its natural gas su^f^: 

(;re/it hakes bus inossiiuMi who use natural yji^ in tl|reir mainifac tur i ng process are 
worried first about i n I er^^u[)t Lous lii supply or rtHluctionH in amountB of gas 
avnilable, then about priie. . 

A gas sui)ply (lU-baek of 10 pcrront at ro:;s all mauuf at^ tur i industries In 
the region for a five- to six-week [jeriod would bring about a temporary loss of 



over one mllliori jobs or an annualiEed emplo>TOent reduction of 103,000 regional 
jobs. Total regional output would decline by $4*7 billion for the yadt^/about 
half of which 'could be made up by utilizing excess capacity once the' shortage 
ma over i Still, the temporary lasses atfe real lossesi to individual workers 
who must dip into savings or borrow in the absence of a full paycheck* 
aalesmen and wholesalers whose coiranissions are reduced, temporarily or otherwise | 
to truck drivers who do not get paid f9r want of goods to haul^ etc* In a 
hifhly integrated economy, it does not take long for the ripple effects to be 
felt. 



ECONOMIC LINKAGES TIE THE REGION TOGflTHER , 
The impact analyses summarized above indicate the strength of the 'economic 
interrelationships ari|^^ the industries of the region, but can these relationships 
be bounded in any geographical sense? The Midwest Steel belt certainly stretches 
east to iirtlude Pittrtlirgh and up along. Lake Erie to inciude Buffalo, The. corn 
. and wheat belts swe€ch far to the West. Certainly, no claim can be made that 
the six Great Lakes states are homogeneous on all measurable scales and that the 
problems and economic relationships are evenly distrlbAited across.^ all of thW,. 
In terms of the automobile knd steel simulations, there are noticeable exceptions^^ 
Minnesota and ^Wisconsin do not have large primary steelmaking capacities, with 
, only 5.4 and 1.3 percent respectively of the region-s total steel output. 
But^, Wisconsin does produce 37 percent of the region's engines ^nd turbines, the 
large majority of which find their way Into a complete range of industries which 
support, directly or indirectly, the irapacted industries. The Mesabi taponite ores 
of Minnesota feed the steel mills of Indiana, Illinois, Michigan, and Ohio. .The 
Honeywell and Control Data computers assembled in Minnesota are used by the. auto 
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industry, the steul industry, aiui many of Lhe iiuiuHttMuH which tlirtn^tly or Indirectly 
support .the eteel and autu LnduHtrius. Tht^ list lb almoHt indleBs. y^' 

The critical po in t t iia t mu s c b e und e r h t oo d is t iia t t lie s Ix- s t a t o e c o norny ha h 
to be looked at in Its entirety. Where there are induBtry-by--indusCry exceptiunB 
in terras of cuncentrat iunB at particular products and HOrvicea in each ul the Btates, 
the "noticeable except icmH" connnunly |H.)i iiLed out are severely weakened when tcHted 
by a rigorous analysiB capable of dcHcribLng tht^ cuMnp lex 1 ty and totality ot the 
transact ionB that take place in the threat LakeB econnmy t rora the mining ot the 
iron ore to its ultLuuite t ran^. r oruc ^ ci int.) ;)ar t ot a inicriVwave oven in an 
IndianapoliH kitchen. 



\v iirvAl ! AkK''\ ri';- inn, 



Kiiral Prop 1 ems 

Oiu' i)i ii^st ynijuMtant n^^r i tMi 1 t lUM 1 art\is in i lie nation, faniua^s and agrl-- , ■ 

i in ! he re);iiMi, a loin- with ( ^i^>^;e in otliei" sortLons of t hc^^ uatiiin, arc. buffeted 
^ * laeiiiat in.^, ili niaini and [M ie.-; in wsm- Id a>; we 11 a>^ nat ional markets f or rt)od 

^^i^'i tii'ta-. It.. res^Miree and t en f i sin-hased suh-art'as in norLliern Minnesota, Wiseonsin, 

atid Miviii^^an ha%=.- Mia [Wo ! iM is e i t'e<menii(^ distta-n; ier deeadi^s. These 
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(4) Slow empLoyrnent growth rates in tluj rGgion making it difficulty if not 
irapoBsible, to absorb inanu fac Luring worker^5 displaced by modernization as well as 
new workGrs enter Lag ' tliu labor forcQ; 

(5) Slow national fjconomic growth ratey which translate into lower demands 

for goods produced in the cyclically highly sensitive Great Lakes economy; 

a Leading to a level of overall Job-generation In the region too 

low to absorb- the natural increase in the region -s labor fort^e a 
national rate of employinent growth too low to enable many Great Lakes 
Workers to find employment it^- other parts of the nation; 

• Resulting In near-cessation of net in-^migrat ion to the traditional 
^ industrial centers of Micliignn, Ohio, Indianaj and Illinois, while 

out-migration iri also impeded for lack of sufficient opportunity 
e I s ewf le re , T 1 \ e r e s u 1 1 i s ii igli 1 e v^ 1 s o f uncmp 1 oymen t among the 
t r ad i. t i ona 1 wo r k f o r c ij i n t h t ^ v eg ion ' s 1 1 1 s t o r Ic manu f a c t ur ing cfen t e r s 
compounded by the i nt; rann i gent problems of hard core Joblessness among 
the poor In tlu* central cLtLes, ^ 

CkioperatLve Fedt^a l.^^md Re giona l A ctio n Required 

These problems t'leariy indicate that stimulation of the' Great Lak^s economy 
Will recpiLre ac t Lous at several leveLs if the region's Job growth is to match the 
natural Liiert^ast* in its labor forre: 

(1) Overall success; will dtquMul upon restorat Iti^^f a sufficiently high 
Level ot uat iouaL tM^rMioni i v;fnu'th to niake lull ust* oi the i egion " s prutliictive 
capacLty. A nuiuber of uaiioiMi antl internat Lbnal constraints will make this 
difttcult to atcempiisiK MciM itig this objetM ive is prtmarily a matter for federal 
[)o 1 i c y . . 

{J) Sutiossiui >; M ur { 1 1 1 a 1 /ad j us f iiumU within t lie rt*g iA>u w L L I. dejieud^ however^ 
uiu>n a caret ill l\' iue lu^s t ra ( cd s^a"^e^* ot act ions t akc^n by the ^^^a^^' and U)cal 
gov,o iiiiiien t ot the la^Mt h.ikos it^giiUi in tooporaiion with busintMSS and labi?r with 
lull support and as^iisLauoo 1 i om t ho ttuleral government. 

{ ]) II an adoquat-o Uh oI i>{ iumm job goiua at ion and 1 i ! in {ormat itai in tlu* 
rogioii In to ii'N(*'toii, (Iio (iiiMt L.il.os i .m*, ioft I'au iio loiigor e^qu'ot ti^ rol\ ufuai 

its uat lira I ad van t a v;* 's oi ( n< it iini, \mpls' i s ' • .i u u r t , arid sK i 11 t'd hiboi^ dono , II iiiu 




compete with the rest of the world in the costs of; doing business here^ the quality 
of services provided, the aiiiHnities of livings the cooperaCiveness of governinents 
and the general environment for creative investment and economic development , 
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A SHIFT OF NEW MANUFACTURING EMPLOY^IENT AWAY FROM URBAN ARMS 

In contrast with the past, manufacturing einployment is no longer growing in 
metropolitan araas, but in nomiatropolitan areas, Froin 1966 to 1973s over 97 percent 
of the region's increase in, total einployTnent took place in the^region*s metropolitan 
areas (SMSA's) and 68 percent of the increase in Great Lakes ' total employinent took 
place in the region's SMSA's with more than one million in population (Table 1), * 
EK-urba niza;tiQn of Manufacturing Growth 

The pattern for manufacturing employment change over the same period is 
completely opposite ^ however* In the Graat Lakes region ^ five of the metropolitan 
areas of over one million population actually lo^^ manufacturing employment , with 
Only Minneapolis, Cincinnati ^ and Columbus showing absolute gains. While the 
large metro areas were losing 12,500 Tnanufacturing jobSi the smaller metropolitan 
areas were gaining 38,000 Jobs. Most important however , is the fact that, of the 
1655 200 manufacturing job gains in the region over the 1966^1973 period, only 
25 J 500 were in metropolitan areas; thuSj almost 140 * 000 manufacturing jobs weie 
realized in "exurban" areas (Table 2) . 

Thiu is n nntional pattern.. The Conference Board points out that in the 
industrial North, 70 percent of manufacturing jobs are located in ^the cities, 
reflecting tlie fact that, during the late 19th and early 20th centuries, factories 
had to be close to workers = The impact of modern transportation on this pattern 
becomes evident when we note that only 8,3 percent of the newer manufacturing 
employment of the Soutli is located in cit ^^s. 

This shift from urban to exurban location In manufacturing employment growtli 
has profound implications for many of the Great Lakes region's urban areas. The 
va St majority of the 58 me t r o p o 1 i t * i n a r ea s i n the re g i o n have a n emp 1 o y me n t 




TABLE U . 



GRMT LAKES! TOTAL SffLOYMENT, 
MANUFACTURING l^LOYWENT CHANGE, 1966-1973 



Area 

Illinois 

Indiana 

Michigan 

Mlane'soCa 

Ohio 

Wisconsin 



Total ^ployment Changa^ 
000 'ji of Jobs Percent 



Total Manufacturing Change 
000 's of Jobs Percent 



+ 389.3 

+ 241.7 

+ 311.9 

+ 241.2 

+ 463.2 

+ 204.9 



+11.6 
+17.2 
+13.2 
+27.9 
+15.9 
+18.5 



- 5.3 
+ 47.8 
+ 11.3 
+ 42.7 
+ 51.^ 
+ 16.9 



- 0.4 
+ 6.9 

+ 1.0 

+15.7 
+ 3.8 
+ 3.4 



Great Lakes 



+ 1852.2 



+15.4 



+165.2 



+ 3.1 



United States 



i 

Great Lakes ; 



SMS As 



SMSAs > 1 million 
SMSAs .5 to 1 million 
SMSAs < .5 million 



+10541.0 



+ 1259.7 
+ 180.4 
+ 368.8 

+ 1808.9 



+20.8 



+13.8 
+13.0 
+16.8 



+996.7 




+ 25.5 



+ 5.3 



- 0.5 
+ 2.0 
+ 2.3 



Source: County Businegs Fatterna , 
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TABLE 2, K 

GREAT l^ES REGION SMSA# i TOTAL ^LOYMQlT. 
MANUFACTURING EMPLOYMENT CHANGE, 1966-1973 



Total Efflploymen c Change 
QQO'g of Jabs Pireent 



Manuf aatuf Ing Employmenc Change 
OOrs of jobs Per cenE 



SMSA'g > 1,000,000 Popalasion 



Chicago 

Decroic 
Minn. -Sc. Paul 

Cleveland 

Milwaukag 

Cincinnati 

Indianapolit 

ColuBibui 



+239.3 
+142.0 
+155.5 
+ 51,0 
+463.4 
+ 73.0 
+ 53,2 
+ 82.3 
+1,259.7 



+10.0 
+11.0 
+27,7 
+ 7.5 
+12.0 
+19.2 
+16.3 
+30.5 
+19.8 



-21,9 



+25, 

- 8, 

- 9, 
+ 6, 

- 1. 
+ 5. 



2,3 

- 1.4 
+13.6 

- 2.9 

It-} 

- 1.1 
+ 5.6 



-12. 



- 0. 



SMSA-3 ^^giig'en 500,000 - 1,000,000 populaelon 



Daytan 
Toledo 
Akron 

Gary^Hanafiond^E, Chicago 
E,. Sc, Louis 
Grand Rapidg 
Youngs town^Warr en 
Flint 



30. 2 
42,3 
22.4 
18.5 

2.3 
32,4 
26-6 

5.7 



+180, 4 



+12.5 
+22,0 
+12,0 
+10.0 
+ 2.0 
+20,5 
+17,5 
+ 3,8 
~+l3 , 0 



= 0.2 
+10.0 
=- 0. 1 
+ 2,3 

- 8.7 
+ 7.2 
+ 9.5 

- 5,7 
+14,3 



- 0.2 
+11.7 

- 0,1 
+ 2.2 
-16,4 
+10.0 
+11.9 

- 6.4 
+ 2.0 



SMSA^g < 500,000 populatign 



Lanslng-l, Lansing 


+ 


19. 


, 1 


+20, 


3 


+ .2.0 


Canton 


+ 


12, 


, 5 


+11, 


1 


- '2.x 


Fort Wayne 


+ 


27. 


,1 


+23, 


1 


+ '7.5 


Davenport-'RQck Is land-Mo line 


+ 


10. 


. 3 


+10.0 


- 2,2 


Peoria 


+ 


22. 


,9 


+22. 


7 


+ 4,3 


Kadiion 


+ 


20. 


,4 


+31. 


2 


+ r.6 


Evansvil le 


+ 


IB, 


. 6 


+22, 


,6 


+ 4.6 


Apple ton^Oshko ah 


+ 


9, 


.0 


+11. 


8 


- 6,8 


South Bend 


+ 


10, 


,1 


+12. 


3 


- 2,0 


Rockford 


+ 


12. 


.0 


+13, 


2 


+ 1.8 


Lorain-Elyria 


+ 


12. 


, 5 


+21. 


0 


+ 2,6 


DuluCh^SuperlQr 


+ 


3 . 


,0 


+ 8, 


3 


- 3,3 


KalamaiOQ^ Port age 


+ 


9, 


.3 


+14, 


, 5 


= 0.6 


Ann Arbor 


+ 


16, 


, 7 


+27, 


: 7 


+ 5,6 


HamiltOn^Mldd letown 


+ 


7. 


.3 


+13. 


7 


+ 1,6 


Saginaw 


+ 


9. 


,2 


+14, 


8 


+ 4.0 


Lima 


+ 


8. 


, 3 


+ 15. 


3 


+ 2,2 


Springfield, OH 


+ 


7. 


i 5 


+ 18. 


,6 


+ 1,6 


Battle Creek 


+ 


^ . 


.1 


+ 8, 


A 


+ ,04 


Springfield, IL 


+ 


a. 


, 1 


' +17. 


,1 


= 1.7 


Huskegon-^Mu3k. Hgts. 




1, 


. 6 


- 3. 


4 


- 6,4 


Terre Haute 


+ 


7, 


.8 


+20. 


6 


+ 0.9 


Racine 


+ 


11, 


.9 


+28.4 


+ 6,4 


S teubenvllle-We Ir ton 




0, 


: 4 


0, 


7 


- 1.8 


Champa ign-Urbana- Ran toul 


+, 


7, 


.8 


+28.3 


+ 0,5 


St, Cloud 


+ 


8. 


,5 


+4 2, 


a 


+ 2.2 


Jackson 


+ 




, 4 


+ 5 7 
+ 4./l 


= 1.8 


Anderson 


+ 


I. 


,8 


1.8 


Hansf ield 


+ 


7. 


. 0 


+16, 


7 


+ , 2 


Muncie 


+ 


4 i 


, 1 


+ 11, 


7 


- 0.4 


Moorhead, MN 


+ 


8. 


,^ 


+34. 


6 


+ 1.0 


Decatur 


+ 


3 i 


3 


+13. 


4 


+ 1.8 


Eau Claire, WI 


+ 


7. 


. 6 




5 


+ 1,7 


Kenc^ha, ^ 


+ 


n. 


5 


+ 1. 


a 


- 2,9 


Bav- Clty, HI 




3, 


3 


+13.0 


= 0. 9 


B loomingcon=Normal , IL 


+ 


7. 


. 7 


+30. 


rj 


= 0. 3 


Lafayette-W, Lafayette, IN 


' + 


6. 


: 4 


+24. 




+ 2,1 


Green Bay 


+ 


i: , 




+ 32, 


4 


+ 1,7 


Kankakee, IL 


.+ 


3. 


. 0 


+ 12, 




■ = 0.9 


Bloomlngton, IN 


+ 


3. 


, 6 


+ 17. 


1 


■ = 0.-4 


Rochester, ^W 


+ 


6. 


2 


■ '+27, 


0 


+ 0.6 


La Crosst, WI 


+ 


4. 


Q 


+ 17. 




' 0,5 


+Jft8 


,8 


+ 16. 




+23.7 



+ 4,6 

- 3.3 
+13.8 

- 4.6 
+10.0 
+10. 7 
+12, 6 
-15.2 
-5.7 

-+ 3. 5 
+ 7.2 
*24.2 

- 1,7 
+17.0 
+ 5.8 
+13, 0 
+ 8.3 
+ 8.0 
+ .2 
-14,5 
-22.8 

+ 6.6 
+28.4 
-5,7 
+10, 1 
+42.2 

- 8.7 

- 6.1 
+ 1.0 
-2.3 
+46, 2 
+10. 1 
+19.2 
-15,9 

- 7.3 

- 4.6 
+20. 3 
+25.7 

- 7.1 

- 2,9 
+11.2 
° 5. J 
+ 2.3" 



TABLE 3. 



ONE INDUSTRY TOWNS ^ 



Machinery s except Electrical = 

Racine, Davenpor t^Rock Island-'Holine , Decatur , 
Rockford and Muskegon. 

Paper and Allied Products - 

Green Bay and Appleton-Oshkosh. 

Electric Equipment and Supplies = 

. Mansfield and Fort Wayne, 

^Primary Metals = 

Hunt ington^-Ashland , Steubenville^Weirton and Youngstown, 

Fabricated Metals - 
Rockfotd. 

Rubber and*" Plastic Products - 
Akron. 

Transportation Equipinent - ^ 

Lima, Flinty Ann Arbor,, Detroit ^ Fort Wayne, Indianapolis, Muncie, 
South Bend, Lansing ancf^-Saginaw. 



* A one in^u^try town is one in which 35 percent or mom of total manuf acturinj 
employment is in a particular industry group J 

Source: County BuBlness Patterns . 
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percentaga in manufacturing higher than the national average (Table 3) . Of the 
e^^on cities that do not, nine are state capitals or iijiiversity towns. The 
capitals and university towns are the same cities that have the fastest growth 
ra^es, the highest percentage of new housings and the Ibt^est unemployTnent rates 

' ' I - • - - 

in the Midwest. That is no coincidence, ' These cities mirror the economic and 
social profile of the post-industrial economy into which we are now moving. 
Problems jf Industrial Urban Areas and Towns 

Bu&rthe majority of the manufacturing-based cities in the Great Lakes are 
fading serious problems. They are burkened with obsolescence and blight. Tbey have 
inherited a large population of poor from the South=to--Nor th migrations of previous 
decades J many of whom are now trapped econoTnically and socially .by the steady 
exodus of ^ employment from the central cities. These same cities are, in turn, 
required to. provide public services at increasing cost at the same time that their 
local tax base is beginning to deteriorate. As manufacturing employment continues 
to locate in nonurbari areas and to substitute capital for labor as it Tnodernizes, 
many of the manufacturing-based urban areas can expect increasing difficulties. 

Because of their higft". concentrations of cyclicali^^sensitive employrnent, these 
urban areas are much more vulnerable to the ups and downs of the national business 
cycle than more broadly-based cities elsewhere. Previous studies indicate that 
cyclical unemployment in the region leads the nation by about two months* In the 
case of Youngstown, Steubenville , Wlieeling. Gary, and Muskegon, the lead time is 
almost four months. An illustration of the results can be found in the 1969-1970 
recession period, which centered mainly on curtailments in manufacturing and military 
activities. The effects are mirrored in the Standard Metropolitan Statistical 
Areas with the fastesC 'and slowest income growth (Table 4). In eleven of the sixteen 
bottom ranking Great Lakes states SMSA ' s , drops of five to 25 percent in manufacturing 
earnings (25-=50 percent' of total earnings I.n th^e areas), had a substantial impact 

K = 2 3 ^ 



TABLE 4. 



I 



Distribution of SMSA's by Percent Change in Personal 
1,1969-70 



Change 
percent 



12,0 and more 


1 

16 


lffOtQll.9 


33 


8.0 to 9.9 


61 


6.0 to 7,9 


P 


4.0 to S.9 
2,0 fo 3.9 


33 
18 


Ote)l.9 


4 


01^-1.9 


^ 3 


-tqja -2.9 


1 


-3,0 and liss 


,.-'2 


Total 


253 



71 ^ UJ. iyirlg® 









^ _f_ 


9 


4 




2 


\ 


1 


5 


' 2 


1 


7 


11 


4 


1 


1 


-1 


10 


4 


4 


21 


5 


S 


11 




12 


16 


12 


9 


18 


7 


1 


9 






2 


15 


4 


7 


2 




3 








12 , 


1 


2 


1 












2 






1 




1 








1 




2 














1 
































14 


33 


49 


19 




31 


10 


^7 





Source: Survey of Cujrent Business 
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on total income. The high growth SMgA's are decidedly less reliant on 
manufacturing earnings. Looking at the perf ormanre of al^l the nation's 253 
Standard Metropolitan Statistical Areas during that recession period, the impact 
upon income in the Great Lakes metropolitan areas is apparent. 

More recent examples of the impacts of business downturns can be fdlind in 
Tables 5 and 6^ which indicate employment changes between 1973 (a business cycle 
peak year) and 1976 (a business^ cycle trough year) . Total regional employment 
increase s for example, was less than five percent of the national increase j and 
the region's growth rate in total employment was about one^fifth of the national 
rate. Of the 15 metropolitan reas greater thah 500 , 000 population^ only one, 
Minneapolis-St . Paul^ had more total employment in 1976 than it had in 1973, 
Almost half of the nation's manufacturing job losses were in the Gr^^ Lakes 
region, and over 90 percent of that Job loss took place In the region's metro-^ 
politan areas. 

In terms of unemployment rates , "^^'ables 7 and 8 com.pare Great Lakes labor 
market eireas Yor each of tlie two years* Tlie "hc^avy Industry" metrnpnlitan 
areas clearly Htan.d out both in relative rdnkihg and magnitude of diffet^ence 
between 1973 and 1975* more diversified metropolitan areas, Columbus, 

Minneapolis-S t * Paul, Mad i son, etc., have lower rates in botli of tlio two years. 



TABLE 5. 

i GREAT LM^Bi TOTAL EMPLOYMENT, 

MNUFACTPRDIG OffLOY^OT CHANGE, 1973-1976 



\ 



Area 

Illinois 

Indiana 

Hichigu 

Hlnnesata 

Ohio 

WiacQiisin 



Total Mployment Oiange 

000 's^ o~f ' Jobs Percent 



Total Maauf acturiag Change 
000 's of Jobs Percant 



+ 23.0 

' 18.1 

- 18.0 

+ 76.7 

" 13.1 

+ 63.9 



+ .5 

- .9 

- .5 
+5.3 
= .3 

+3.8 



^ 148.8 
^ 76.4 

- 120,5 

14.3 

- 132,8 

- 19.4 



^11,0 
^^10.1 
=10.2 

- 4.3 

- 9,3 
^ 3.6 



Great Lakes 



+ 114.4 



+ .7 



512. 



- 9.2 



United States 



+2547.0 



+3.3 



-1112.0 



^5. 



Graat Lakes : 



SMS As 



SHSAa > 1 million 
SHSAs .5 to 1 milligii 
SMSAa < .5 million 



216. 8 
71.9 
3.8 



-^4.2 
=0. 2 



- 297.7 

- 93,^ 

- 72.2 

- 463.4 



-11*3 
-^14.0 
9.1 



loymt inc ^ KaruLngH, SiMH:embi'r 1.977 t:or Htatt* and uac tonal data; 
April lOTTTor'SMSA data, 

\ 
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TABLE 6. 

GREAT LAKES REGION SHSAs ^ TOTAL ^LOYJffiNt," 
MANUFACnmiNG OffLaYHOT CHMiQl, 1973-1976 



Toeal Erogloynient Change 
QQO'a gf Jabs Par eenc 



U 00 , 0 00 ?Q p u 1 a E i q n 



Chicaga 

Dttrolc 

Minn. -Sc. Paul 

Cleveland 

Milwaukee 

Cineinnatl 

Ind ianapo lis 

Co lymbuS 



= 37.9 



^ 12.1 

- A,^ 

- 0.6 

^ 5.1 

-2ib.3 



SH5A*s Be tween 500,0 00 - _I.OOQ.QQQ populaEian 



Day con 
Toledo 
Akron 

(j4rv = HanynQnd . Chica.^n 

('< rind ':\-t 0 ids 

rlinC 



- 11.3 

= 3. a 

= 3.3 

= 7 .:3 

- L7.1 

- } - ) 



Hanuf aeeurlng Emplgymene Change 
000 ' s ~ot Jobs Percent 



= 2.7 


=120.4 


-13.1 


- 5.3 - 


- 31,3 


-13.3 


4- . 4 


- 15.5 


-7.2 


- :,b 


^ 27,7 


- 9.6 




= 16.7 


- 3.0 


- 1 , & 


- 13.1 


- 7.9 


- 0,1 


- 10, J 


- 3,1 


- 1.4 


- 12,5 


-11.9 


- 2.6 


-297,7 


-11.3 


- 3.4 


- 16.3 


-14.2 


= 3,0 


- 10. 7 


-11.5 


- 3.5 


- 10.3 


■ -11,0 


- 3.5 


12.9 ^ 


-12.0 




N,A, 


N,A 


- 3.b 


- L2.S 


-15.^ 




- 16. 7 


-13.0 




- L3.5 


-15,3 




-93.5 


-14.0 



00, "On nODulari^^n 



iTan ton 
Fort Wavne 

Da V Eipo r C = H. o * : k. I ^ 1 .i vrd - M^'^ I i n 
Peoria 
Madir-ion 
EvanavL 1 le 
A p o L c 0 n ~ ' ) ' i h o ri i\ 
So'ich 3en<i 
Rock ford 
L j ra in^ Kl vr i.i 
- J i i L i_i E t\ = ' u p ft 1 V ■* t" 
^ .1 1 .:r:ia / ut> - ''i'* a k' .* 
.\nn .\rbiir 

il.icn L 1 ' on i v! .-i 1 c i : wn 

S JL ^ I n J y 

L 4=:na ' , 

3a t tit? 'a^'Mj'k 
p r i n r ; f 1 d , I L 

'jr me 

' ■> t ij h tf n V i I 1 f - - W »' I ^ f • [ i 
("h.unp J I ifc/n 1 ' r "'a n <i -^in' 
he. ' ^ !_ vH i d 
r.jc k sr?n 

Mansr Id 
Muncte 

Muijrhttrtd, MN 
Deratur 

Fail Cljtrf*, W[ 
KenOHha , WI 
^Bay City, Ml 
B 1 onm i n g c o - '^u i ;:m 1 , II, 
I,af jye 1 1 ^ - W . la t .i v*' t f <■* , IN 
(U^f-tn Bay 
If^iikakf*** . 11. 
H iDiitti I n g t ijn , f N 
V Rolh^sti^i, MM 

, L.i ' Crr?^ ie . W f " ^ : i) ♦ • 

! . ' 



] . 2 




- i\ I 


=14,2 




- 4.3 


- 3.5 


-13. r 


n. 9 




- 7 = 3 


-11.9 


3.1 


+ 5.7 


1, b 


+ 3,5 


5,3 


^ 3.B 


4- 1.9 


4^ J. 3 


. 7 


+ n . 6 


0 


0 




- 0.5 


- 5 . 1 


-12.7 


1. ; 


= l.il 


i.s 


- 6.6 






= i. 1 


- 9,3 




— 4 . 


f) . 7 


-12.0 


N . A . 


N . A . 


N.A. 


N .A, 




- 3.i) 


== 0 . ^ 


- , 9 


* . ■) 


H a.3 


3 . tj 


7 , d 


L. I 


H \ a) 




-11. 


N . A . 


M. A. 


M.A , 


N . A . 


0 . 3 


- 


- i . 9 


-11,3 


. A . 


M . A . 


N . A . 


M , .V . 




N,A. 


N, A, 


N . A . 


K 3 


- ^5.3 


- j . 0 


-13,9 


L. L 
I . -j 
') = .3 


^ L 

^ :\:: 


- L . j 

1 . . ^ 


= L5. 3 
^ - 3 . * 


u). ; 


^ I 


1.3 


-= -* \ 


:i . A = 
L . ; 


:L A . 

f- . 


N . A . 


M , A . 

f- lLK J 


N . .\ . 

■ i -. \ 


M.A. 

- 3 , ; 


A, 

) ■ 5 


M ..\. 




?i . A . 


M . A . 


M . A . 


: i A . 




N . A . 


N , A. 

-A\A 




H.\. 


:l A . 
^ 1 . 3 


N . A . 
- 3 . 1 


N . A = 
' . \ 
, K ^5 


N , A . 


;J.A. 


M ,A. 


- 1 / . J 

= , 3 

fi , L 


I . 1 

1] . 1 


n . i) 
= 11. • * 
- fi.3 


H -..\.. 


H , A = 




N . A . 
K 3 


1 . A , 


:i . A 


U. \ -. 


N . A . 


'J \ . 


N . A . 


:i = A . 


N.A, 


a . A , 


N . A . ■ 


N . A . 


N . .\ . 



* 10.5 - 15J 



lint, Nlch, 
■Mkigon, Hlch, 



IJNmPLOYMENT RATES IN, MAJOR GREAT IMB 
LABOR MARKET ARI/.S, i9?S 

Q U I H T I L E * 

^ ' ' - - - { 

^ # 3* 



8,9 = 10. /( 



IJ = 8,8 



-- 6.6 



14,6 Fort yiyni, 
i^J Toisds, Oh. 



15 J KilflMiQO, Mich, 10.1 Akren, Oh. 8.8 j Ivanavllle, Ind. 7,8 Davenport, 111, 

9 J' Lorain i Oh, 8 J Gary/HaDffliondi Ind* Ricinei Wis,' 

9.6 CanbRi Olh 8.6 Cliveland, Oh. hi Stiubenvillep Ohi 

8.9 ChioagQ,, 111, 8,6 Day Eon, Oh. ?.? , Kenoiha, Hli, 

Milwaukee, His. B.l South Bind, Ind. 7.5 Fiorli, ilL 

Glneinnflti, Oh. ?J Indlinipelli, Ind, hk Midlion, WIb, 

ColuibuSi Oh. 6.9 

lerrg llaute, Ind, 6.8 

Mpls/SE.Piul, Minn, 6,7 



llttlt Crt, Mich, 11,9 Duluth, Minn, 

ilflllng/E,Linelng, 

Hich. 11,8 

lulltoh. Oh, 11,6 

iailAav, Hlch. 11.3 

i 

Grind Riplda, Mich, 11.2 

!sun|itswn, Oh, 10,5 M 



RATE • 8,5 



LI 
6,0 

i 

5,4 

4,6, 
4.4 



bckford. 111, 



10.5 



•Diti for 150 labor larkit areas were divided Into 5 qulntlleB with 30 citlei each, 
SourEe: iBployBient k Training Report nf t\\M FreBldentj 1977. 
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mil a, 

imi^SINBlT Um IN NiyOI OltlAT LAKES 
' l^XH/yiiniillAli 1973 

3 



1.3 - 8,i 



5.1 - U 



3,4 - 4,0 



2.S-3.3 



KlgMii Well, M Ofiwl lUpUi/Nieh, 6.0 Uniing/E, Laming 3,0 tim Hiuli, UL 4.0 South fiindi lad. 3.0 

7.1 kliii qfiil, nah. 3.1 SnlllM, Oh. >.§ Heifii, Ifii. M (liiwNi, @. ^ 2.f 

ulhi Hlis« 6.5 ' ifiiiiiw, ph. ' 3,4 l^li/it. Fiul^ Hlnn. 4.3 Loriiii, Oh. 

4,2 leungitDvn, Oh, 3.9 

Cinilnnilli Oh. 5.1 Indianipollip I^. 4,2 Oiry/RuDsnd, 111, 3>8 

Clivtland, Oh, 



itrolti Mich. §,3 liiaifos. Nich. 3.1 OhiqagOi 111, 



4.1 Cintont Oh. 



3,8 



Mida, Oh, 



MlJWWYMIHT RATi ■ 4.1 




4,1 Midiian, Hlg, U 

Mllwaukeii Wis. 3,6 

Fioria, 111. 3.6 

, lieuNnville, Oh. 3.6 

Akronj Oh. 3.6 

Evanaville, Ind. 3 J 

Kenosha^ Vili, 3.5 

Roekfsfd, 111. 3.4 

PiQtlaj 111., 3.4 



>bli for 150 libor larkeE aryi were dlvldid Into 5 qulntllii wl£ii 30 cltlis iich. 
ieufei! tolplgyiitnl i Tfainlng Rtpart sf the PfisidGnl , 19??, 
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^ REGIONM. DISPERSION OF MANUFACTURING mtPLOTOENT GROwIh 

Juflt as tha location of new manufacturing Is diffusing out of metropolitan^ , 
Into nonmetropolltan areas, so new manufacturing growth la diffusing out of former 
regions of concentration into other sections of the country. 

Within the Great Lakes region * itself, new manufacturing growth is occurring 
In the western portions of the region while substantial losses are being sustained 
in the easterfi areas of historic ^ncantratlon. While Minnesota showed a dramatic 
gain in durable goods manufacturing over the saven=year peak-to-peak period, 
Illinois and Michigan ^tually lost durable goods manufacturing jobs. The region's 
manufacturing employment growth rate le low compared to the rest of the nation, 
outside the old manufacturing belt, 

Buring the 1966-1973 peak-to-peak period Irf the national economy^ U.S* growth 
rates in 'durable and nondurable productlon-lina manufacturing jobs ware only 
6,1 percent and 4,2 percent* respectively (Figure 1), In the Great Lakes j the 
corresponding figures were 2,0 and 0.8 percent raspectlvely , Tha national durable 
goods .growth rata increases to 10*4 percent whan 600^000 jobs lost in the New England 
and Middle Atlantic states are discounted. Thus, the Great Lakes rata of durable 
manufacturing employment growth is only one fifth of tha national growth rate in * 
durable goods manufacturing employment outside the old industrial belt. Most of this 
new growth is in the South, 
Not Flight to Sunbelt ■ 

But the flight of existing industry -to the South and West is not presently the 
dause of tha region's slow growth or loss. Rather, plant closures and reductions in 
emplq3rment in the region are not being balanced by the creation of new enterprise or 
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FIGURE 1 . " - - 

Ptrevnt aain in Qraat Lakas Rsglon'f Manufaoturtng EmployniMit, 1966-1973 




Source: Same as Table 1 
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exj^an^ion of axlsttng enterprise, In the Great Lakes states « The new growth is 
oceurring in fte so-called Sunbelt, ' 

Between 1969 and 1974, the Great M^es region lost lO.S parent of Its 
and Bradatreet rated firms « ^er the sane period, employment in ^n mnd Bra^street 
rated finns decreased by 0.3 percent from the region as a whole (Table, 9), The 
greatest employment loss was experienced by Indiai^^-'-down 6,2 percent i while Ohib 
experienced the greatest employment gain, up. 5, 4 percent over its 1969 base. 

Out^igratiooi of firms from the region accounted for Relatively little of 
the emprloyment loss. If only out'^'igration had occurred, employment would have 
been approximately 0.3 percent lower than its 1969 base. Employment change due 
to migration of firms in and out of the region actually was positive over the 
periodi 26j400 Jobj^ (in 406 firms) were lost in the region as a result of regipnal 
firms moving out* but 32i700 jobs (in 247 firms) were created by nonregional firms 
moving into the East North Central Region. j ^ 

Birtha of new firms and net expansion of existing firms were responsible for 
about equal amounts of employinent gains. tf only births had occurred ^ employment 
in 1974 would have been 9.1 percent higher; and if only net expansion had occurred, 
employment would have been 9,5 percent higher^ If only closings had occurred , 
employment would have declined by 18.9 percent. ThuSj it is the failure in, the 
regional economy to generate new replacement eraplojTnentj rather than the outright 
int-erstate or interregional flight of existing Industry, that represents the region's 
key problem. 

Regional Shi ft in Industrial Locations 

\ Much modern industry Is essentially footloose In its location requirements. It 
is tending now to follow rather than lead population shifts in the country. While 
not many firms pick up stakes and move, such lead patterns of economic growth do 
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gybstantially affect the birth rat^s of new flma, branch plants , and expansions . 
nius a relative shift in the economic role of the county's ragions is underway, 
partially attributable to a ahift In" market^orlented Industries which are locating 
where population g^wth is not concentrating. Manufacturing, especially durable ■ 

goods manufacturing j accounts for a dltninlshing share of total emplo^^ent, despite 

^ ^ - ■• ■ ' ^ ^ 

CQntlttued Increases in manufacturing outputs These shifts have combined to haver 

* f " ■ • . 

important Implications for^the future growth of the region's economy. ^ 



MORt& COHPiTITION WITH GREAT LMCES INDUSTRY 

"a 

* 

In the l9th century » as the Great Lakes grew into the pradominant heavy 
Induatrial center for the nation > the region dominated the domestic market, for 
Steel and other key regional products. European producers could compete for 
tsome East Goa$t markets » but the interior markets belonged to the Great Lak^^ 
states* ' After World War 1^ e^cports began to play a somewhat larger role In the 
region's economy , but It was the destruction of the productlori capacity ^of much of 
the developed world in World War II that brought the region s key industries into 

A 

international predominance. The region produced the basic metals ,^ the machinery j 

'■T . . - ' 

and the equipment needed to reconstruct much of the industrial capacity destroyed 
in. Western Europe and Japan as well as to supply the needs of the developing , newly 
Independent nations in Africa and Asia. By the end of the 1950s, reconstruction in 
Europe and Japan had progressed to the point where their rebuilt industries c^uld 
compete not only for their domestic markets^ but also for international markets, 
especially in the United States, primarily because of their lower labor costs and, 
ironically, their newer equipment. 

International Dispersal of Production Em^lp^mient 

During the 1960s and early 1970s, this competitive pressure has continued to 
mount. The Great Lakes region in particular now faces very serious competition 
to^ many of its key products automobiles and steel being prime examples 
(Tablete 10 and 11) , 

Lower labor costs and perhaps more aggressive business de.velopment attitudes 
have also shifted much of the growth in world productive capacity — particularly in 
textiles, garments ^ and electronics^^to Third World countries. Many of the 
calculators now being sold are made in countries that, until very recently, used 
an abacus in their own commercial enterprise. One automobile industry executive 
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Intefvleii^d during thm course of this purvey pointed out that his firm ms the 
I only 0110^ It lil making any of Its oim automobile radios in the United States* 



ChflnEtog. Patterns of Induetrial Ownarshlp 

An additional change in the character of the region's industry that Influences 

its. world position related to the fapt that many Great Lakes industries began as the 

personal undertaking of home towi entrepreneurs. The families that o\med the fac- 

i 

tories lived >dn the town. People knew who they wereiJmew wherg they lived, ^ The 
oimers were active In local civic affairs. Now* the industry of this region, like 
industry elsewhere, has become part of a more dl^^ersed and invisible ovmership as 
local Industries ^became part of national firms and, more important for present 
affairs I part of multinational corporatfbns* Owners have been replaced by managers, 
^he managers usually move from plant to plant in the course of career development. 
Their identification and loyalties are with the firm, rather than the city or town in 
^ which they lived. Finally, this new breed of multinational conglomerate managers 
now make plant location decisions involving not only other parts of the United 
States, but much of the rest of the world as well. 

Lower production coste, espacially lower labor costs, have often dictated the 
development of new and branch facilities in other countries, ^ The difference between 
five doHars an hour and five dollars a day wages is not an inslgnlf icaflit one. 
Small cars carrying American labels are now qult'^^fHi^en manufactured overseas. 
One need only look at the variety of goods on store shelves everywhere that carry 
bpind names once synonynious with *'Made in U.S. A," to see what has been happening. 
^ Even the last of our '"American" television producers is now moving production out 
of the Great Lakes region to a foreign site. 



Foreign Trade Adjustment 

While the Foreign Trade Adjustment Act— which provides assistance to workers, firms, 
and corainunities that can demonstrate severe adverae impacts from cfpmpetitive imports— 
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resulted in awards of $60 million to Great Lakes workera and firms in 1976 (out of 
$141 million total assistance) ^ it is not the answer to the problem of manufacturing 
i dispersal^ even if assistance under the legislation is expanded. 
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D. 

SLOW GROWTH IN REGIONAL EMPLOYMSIT 



In 1966 thm Graat Lakes region had 25 percent of all Jobs In the United 
States, but it had 28 percent of all the manufacturing jobs. By 1973, the Great 
takas region's share of total UpS* raployttsnt was down to peroant, but its 
share of total U.S. manufacjturing employment was still In excess of 28 percent. 
Having risen to economic dominance on the base of its manufacturings the region now 
faces a transitional adjustment problem as production ^ployment in the traditional 
basic industries of the region falle to match mplo^ent displacCTients 
and labor force growth. The region lags behind the rest of the country in 
its job growth in Its nonmanuf acturing sectors as well. Total U,S. employment 
grew 21 percent (22.4 percent when the Great Lakes are rraoved from the national 
growth rate) between the 1966 to 1973 peak-to-peak period, but only 15.4 percent 
in- the region (Table 1) . 

While Minnesota showed a dramatic gain In durable goods manufacturing 
over the 1966-1973 peak-to=pe4k period, Illinois and Michigan actually lost durable 
goods manufacturing Jobs. Thus, the growth/decline pattern^is far from uniform. 
Excluding the Great Lakes, U,S. employment in manufacturing has declined from: 33 
percent to 28 percent of total employment* over the 1966--1973 period. At the 
same time, regional emplo3nnent in manufacturing has declined from 45 percen^ to 
37 percent of total employment (Figures 2 and 3) - 



County Business Patterns definition which excludes government, railroad and 
self-employed workers. 



f: 



Figure 2 

Qmt LalCBS Employment Strueture, 1966 
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Figura 3 



Great Lakes Employment Slructurej 1973 
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Sourees oi Itoiufae Curing Growth 

K ' ■ " - ■ : 

Of the 165^200 manufacturing job galne In the region over the 1966-1973 period, 
the largest gains were realized in fabricated metals, rubber and plastic products, 
'^and printing and publKphlng (Table 12) . The largeat employment losses took place in 



food and kindred products, leather products, electric machinery, and apparel. In 
food products manufacturing, Great Lakes amployment losses accounted for more than 
half the national Job losses even though, the region has less than a quarter of the 
national employment in that sector. In four other sectors — ^alactrical machinery,- 
pulp and .paper, stone, . clay, and glass, and teKtlle mill products —regipnal employment 
declined while national employment increased* Conversely, regional employment in 
ordnance roanufacturing increased while national employment decreased. 

White Collar Job Growth In Manufacturing . • 

Almost half the increase in manufacturing emplo^ent took place in the "white 



collar" occupaltions in manufacturing administration over the 1966^1973 period at 
- a rate slightly higher in the Great Lakes region than in the nation, Minnesota had 



the highest growth rate, Michigan the lowest. 

The Great Lakes Region has strong national concantrations of employment and 

output in fabricated metals (screw machine products * metal barrels , drums * 

and pails, and metal sanitary ware and plumbing fittings), all of which have 

reasonably high projected growth rates (Table 13). Referring back to Table 12, it 

* is noted that all six states expefianced employment gains in fabricated metals. 

s 

The other large ragional concent rat ion is in non^electrical machinery* Tha 

Great ' Lakes' region produces 68 percent of national construction machinery, 54 percent 

of its metal working machinery, and substantial" percentagGS of ungineB and turbines, 

= / - , ■ ' 
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, TABLE 12. 
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^ TABLE 13. 

SirMMARY OF GREAT LAKES REGION'S SHARE OF 
U^S. OUTPUT BY DETAILED INDUSTRY SECTOR 
COMPARED TO.PROJECTED NATIONAL GROWTH RATE FOR 1975^1985 ' 



Industry Sector 



Construction Mai i ncry ^^-"^ 
Motor Vehicles L I'arts 

S c r ew Ma c h 1 n u V v o d u c t s 6 St a rnp in ^ , a t c , 

Me t a 1 wo r k i n g Ma c 1 1 i n e r y 

Miscellaneous KlectrLcal Machinury & 
Equipment 

Eng i nes a nd Tur b L ii en 

Ho us e h o 1 d Ap p 1 L a n c e s ^ 

Industrial Trucks. & Tractors 

Primary Iron & Steel 

Farm Machinery 

Electrtc Motors & Gencratpr^^ 
Locomotives k Rail & Street Cars 

^al Sajutarv Wart^ & IM umb Lng f 1 1 1 i ngs 
Metal Barrels ^ Drums ^ Pal Is 
\ General -Industrial Machinery Equi pmcn t 
Service Industry MachLnery 




Share of . 
U.S. Output 
(percent) 



68 
66 
61 

54 
53 

50 
49 
48 
47 
45 
44 
43 
4 2 
41 
40 
40 



Projected ^ 
Annual Growth L 
in "alue of 
Shipments , 
1975-1985 
(percent) 



3.65 
3.10 
3.02 
3.52 
3. 39 

3.28 

2.72 

3.30 

2.90 

3.37 

3.71 

3. 36' 

4.00 

3. 30 

3.53 

3 . 66 



Sourco: County lUis ine.sM I'ri 1 1 u rtis , Input/Output tabluH derived by AtTidomy for 
Ctint;empoi-ary Pfi.ili lem.s ,ufd linLLflle, 
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industrial trucks and tractors, farm machinery, general industry machinery, 
and service industry machinery (TabLe 13). Unlike fabricated Tnetals, however, 
only 500 net jobs in nonelectrical machinery x^fcra created in the region over the 
1966-1973 period with substantial variation between states. Minnesotaj Indianaj 
and Wisconsin were substantial employment gainers (+24.5 thoiisand jobs), but 
Illinois, Michigan, and Ohio were substantial losers (-24 thousand jobs). 
For the above and many other sectors, the imp ortanc poi nt is _tjiat there are 
wide dispar ities in existi ng and p rojecte d growth rates between the nation 
. and . thfc i^ regio n. The region is not doing well comparatively, even though there 
are s ta te=by--state exceptions for certain industry groups. 

S low Man ufactu ring Growth not Bala nced by Rapid Growth In Non-Manuf actur in . 
By itself, tlie slower growth performanqe in manufacturing would not be a 
problem for the region if this slower rate of growth were being compensated 
for by growtli in other kinds of business; after all, parts of the region success^ 
fully made the transition from agriculture to manufacturing. Its challenge now is 
to make a s imiiar transit loll to a puH t^indus tr ial economy in which the highest 
employment growth r^ites In tlie past two decades have been in non=manuf acturing . 
While the rug ion, Like the nation, is undergoing such a transition ^ employment 
in non-manufacturing Industries is neither keeping pace widii tlie nation nor 
Ls LL occur rilng faHt enough to fill tiie job needs of a growing regional labor 
force. 

Fietweon 1966 and i97l, retail trade employment growth in the U.S. increased 
2 7.3 percent :\nd f Lnauc lal serviCfjs IncreaHud 33.1 percent; for the Great 
hakus region, the figures arc 22,8 and 1:7.8 pL-rcent respectively (Table 14). 



, ' t'able 14. 

great lakes 

DISTRIBUTION OF E^ffLOYlNT 
BY HAJOR SECTOR AND GROWTH RATES, 

196649^3 

\ 

INDUSTRY ■ ' I OF TOTAL N0N4GRICULT1JRAL* ' 

EHPLOYfflNT 



Gpat Lakes 





1966 


1973 


1966 


1973 


Agricultural Services ■ 


.33 


,37 


In 

.19 


,21 


Mining , 


1.19 


.98 


' .63 


.54 


Construction 


6,02 


6,09 


4.83 


4.64 


Minufacturin|: 










- Durable 


20.89 


18.12 


30.62 


27.07 


- Non-Durable 


Ik'M 


'■ 12.42 






- Administration 


1,62 


' 1.73 


2.1u 


2.45 


Transport 


6.63 


6,56 


5.67 


5,61 


Wholesale/Retail Trade 


25, n_ 


•27.09 


24.38 


23.94 


Finance 


6.13 


6.75 


5.09 


5.61 


Services 


16.40 


19.31 


14.36 


17.30 


Unclassified 


.59 


.58 


.40 


.40- 


TOTAL 


100,00 


100.00 


100.00 


100.00 


* Excludes governinent and railroad 


eiiiployn 


lent 







Source: County Business Patterns 
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Growth in total ggvernment erapl^yment in the region is taking place at almost 
the national rate of increase, but thi^re are marked differences between types of 
govermment employment (Table, 1^.). State government emplo>Tnent grew faster chan^ th< 

V 

national rate of growtli between 1960 and 1972. Local government employrnent and 
federal government employment in the region grew at lesser rates than the national 
rates of growth. 




TABLE 15. 



PERCENT CHANGE IN GOVERNMENT EMPLOYMENT 
1960-1972 



States 



Total Gov't. Federal State Local 



Oh io 
Indiana 
11 Linois 
Michigan 
WiBcon.H in 
Minnesota 



43.8 
57.6 
54,5 
61.9 
72.5 
58.6 



9. 1 
31. 2 
8.1 
23.3 
23.8 
20.8 



78.8 

80.5 
106.2 

86.6 
131.0 

81.8 



46. 6 
56.8 
58 . 6 
61.9 
65.3 
61.5 



Total 
Great Lake 



55.8 



15. 



92.0 



57.1 



Total U.S. 



5b . 5 



20.1 



84.5 



^64.2 



Total U.S,-^ 
Great Lakes 



56 . S 



20.9 



82.7 



66. 2 



Total Ll,S.=GreaC 
Laketi-D.C. 



59. S 



27.: 



65.9 



Soiirct,': 1961 and 1973 StatiHtLc-al AbBtract. 



THE lOTACT OF LOW NATIONAL ECONOMIC 
GROWTH RATES ON THE GREAT LAKES REGION 



The question of whether the nation is entering a period in which the real 
long-term rate of national economic growth will be lower than the rates the nation 
has enjoyed in the post World War II period is one of the most hotly debated issues 
among economists. As shown in Table 16, real GNP has grown at slightly i^re than 
half the annual rate experienced in the 1960s. Will the low rates of real increase 
continue or decline even further? Will they increase to the rates necessary to 
attain a fuM employment Gconomy? 

Those- who argue that higher growth rates will occur reason that the demand 
for goods and services is not limited and that, as the population continues to 
grow at a slower rate, its expectations, as far as standards of living are 
concerned, wilixcontinue to grow rapidly. If relatively free market forces 



technological advances will solve some of the present constraints. 

The pessimists argue that the availability of key natural resources, 

particularly uncertainty in energy and water, together with international competition 

and a squeeze on the availability of investment: capital, will necessarily 

lead to lowur natLonai economic growtli rates, 

Until very recently natural resource availability was a major spur to the 

nation's growth, now it is a potential limitation. Short energy supplies are 



already acting to iimit the growth of some industries. Water su^tply and quality are 



also in certain parts of the Great Lakes region as well. Natural resources are 



are allowed 




growth will absorb the labor force. They hoid that 




also limttations on the growth that some areas can accept, not only in the West but 
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TABLE 16. 



GROWTH RATES IN REAL U.S. GROSS NATIdNAL PRODUCT, 1929-1976 



PERIOD 



Percent Chang e ^ 



1929 - 


1950 


H- ' - ■ ■ 


2.9 


1950 - 


1960 




3.2 


1960 - 


1970 




4.1 


1970 = 


1971 




3.0 


'1971 = 


1972 




5.7 


1972 = 


1973 




5.5 


1973 - 


1974 




-1.7 


1974 - 


1975 




=0.9 


1975 - 


1976 




6.0 


1970 - 


1975 




2.3 


1970 = 


1976 




2.9 



* Annual compounded changes from initial to terminal year of period, 
Source: Various August issues of Survey of Current Business * 
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limitt- nd will cap growtii at aoiny levij L-^-tlierei is only so much air^ water, landj 
and mineralH. It is no longer as easy or iiiGxpcusive for the United States to 
"utilize" the r e h o u r c e fi. o f other c o un t r 1 e h to fuel its oiNrn g r ow t li . Ad d i t io na 1 1 y , 
wh ether L . c lin o log! c a 1 c 1 1 ang e s c a ii p e r m i t mo r q g f f i c i e n t use of r e s o u r c e s t u 
keep pace with demand is highly uncertain. 

Still anotliur school says that tlie nation is immobilized in not being able 
to choos'e between remedies. This in their view will spell continuing high 
unempluyment and liigh inflation. 

This must be left for what it is---a; deba te . The published growth projections 
of tlie federal governmunt Iiavc traditionally been overly optimistic. The estimates 
of otlier forecasters are inconsistent. Tfie one thing that does appear certain 
is thac lower rates of real economic growthi nationally will have serious consequences 
for tills region because of Its existing Industrial composition and its high con-- 
ceutrations of urban unemployed. 
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REGIONAi. LABOR FORCE GROWTH AND LAGGING EOTLOY>ffiNT GROWTH 



For the past: dticaclo bnth thu nation'K and the rGglon's labor forct} have 
been growing at a faster rate tlian in pruviouK clucades.^ There are two reasona 
for this. First, the "war babiea" burn in the period from 1947 to 19f31 Iiave 
been entering the labor force. Secondly, women are entering or see];ing to enter 

the labor force in greater n virub e r ti t h a n b e i i i r e . 

Willie tfie number of "war baby'' entrants can be expected to taper off by 
about 1982, three key problems arise out of these numbers. First, faster 
rates of growth in the national labor ^orce combined with slow national 
economic growth rates mean more inter. se competition for jobs and fewer 
migration opportunities. Tlie unemployed teen-ager and older workers of tills 
region cannot thurefure be expected to find jobs merely by moving to a 
"growth region". Secondlyj becau.^e the birth rate f or |^n=whites continued 
at a higher rate for a iouger period, the number of potentral minority urban 
entrants into the labor force will contiinue to increase for a longer period. 
The net tendency will be a swejiing in the already high rates of unemployment 
for young blacks and otiier minorities in the region's major cities. Third, 
the war babie:: wiil no C simply enter the labor force, they will stay in it. 
Entry level jobs will not suffice for long as these young people will *expect 
career advancLmient la industrial oriian izat ions and businesses that trad i ; tonally 
have iiad manv Fewer jobs in the mLddlc and top ranges than at tlie bottom. 
Th is may [u^lnt )ward potent i ally mucii greater frustatiuu and dissatisfaction, 
not only amori^^ the ranks of llw^ uneiiipioyed and never empLuyed, but als(i anu)n>; 
thoHu trappud In low L'-'V^-l Jobs, ^ 

^ Thu h)6()-L9Co uat L(Mial labor forre an bv I. . ^'f perceiiL annual.lv; between 
\')h')-V)7:^^ it iu^fW 1^%- J,i piM-neni .itinua 1. 1\\ 



l\^tai-a^^e entrants into the lab(ir forct* havt^ grown annua llv from 3J)A per- 
cent between 1955-19b() f . ■ . fid per:i/nt bi tween 190:=-197?, 
^^^^ Femali' pa r llc i pa r Ion raus b iv*' iui inm;iu from I'l.h percent in 19')n to 
^'i.' . -'i pereenr i n M)7 ^ , 

■>\ 

\ 



One way of looking at the potential job gap is to project the number of 

I 

Jobs that will be needed in the Great Lakes rt^ion to keep" unemployment at 

5 percent, if there Is no misration. Such a "look into the future"* appears in 

Table 17. 

The two estimates of the size of the potential labor forced* are shown in 
Column (1). The employment projections., based on 1970--1975 regional growth 
rates, appear in Column (2). In the year 1985 ( not the 1980-^1985 period), for 
example, total labor force is estimated at- 22.969 million. Employment in 1985 
is estimated at 19.645 million, a j ob 'shortfall of 3-324 million, ^^a regional 
unemployment rate of 14.5 percent (Colijmn (3) , The total number of Jobs needed to 
obviate migration and maintain five percent regional unemployment is 2.175 million 
(Column 4)._. 

By 1990 the job shortfall to maintain five percent unemployment is 2,441 
million (NPA) . While chis is a high figure, it is not much worse than the^ case 
for the year 1985 (15.3 percent unemployment in 1990 versus 14.5 percent in 
1985) because the tutin-auu populacion in 1990 will be small and its traditionally 
high unemployment rates will have less weight in the labor force. 



The calculatLons were as follows: 

(L) Future population excluding migration was projected by using U,S. 

Census Bureau estimates for 1975 and applying 1974 death rates^to each 
cohort J year by year. 

(2) Labor force participation was estimated by applying Bureau of Labor Sta- 
tistics and National Planning Association (NPA) projected labor force 
participation rates to each age and sex group in the population (the 
BLS rates are national, while the NPA rates a^e regional). 

(3) Pmpioymenc growth was pro]ected by calcu:Uf:ing the'annual compound 
growth rate of employment from 1970 to 1975 and applying each to 1975 
NPA employment data. 

The published labor force figures have long been known to disguise large num- 
bers of people who would seek out and take a job if one were available. The 
Conference Board estimates that there are twenty million such people, com- 
-rparetl to the official ostimatL: of ciglit million. 



TABLE 17. 

PROJECTED UNEMPKDYMENT VERSUS 5 PKRCENT liNEMryjlYMKNT 
IN TIlF HREAT I.AKFS (WTTHnUT MinRATTdN) 



f n 



t,nhnr Fcrr v 
(000 'q) 



Kmp loyrflunt 



Vv recMi t 
jnt'mplf?Yf;M:] 



AtliicvG 5 i'tjrrnnt 
Uiu'mplnyniont 
(000' 



1980 



Great Lnk&H 
(NPA) 



I 91 ^9. ff 



1 1 B K f f 



(BLS) 



2\ SH\. ] 



1 9 1 99 . h 



Croat Lnkt*s 
(NPA) 



2 29fi^^ 



1 9fi^*S . ] 



2 1 7S . 



1990 



<NI'A) 



Great Lake?? 
(BLS) 



J n 1 0 1 . i 



Calculatetfn>y applying Nntlfinal PinnnlnR A^^r^oc in t i nu nr Rnronu f^f I.ahnr RfntlKticR labo 
fnrrp par H t i p/i t I f ni rnrps-i r n pofMi 1 I on prniprtiorri M'^S, f nmp.i r i m nun frnni NF'A r/itpn). 
ProJt^ctctJ by n/:?uimlnM Hint ;inrHi/i 1 r^fMnpnuiifl -Mnp ] nyfn.Mi t. >^rowth rnt*' will tfiP 'umt^ i 

1970-19?^, O.'ih prrrenr. 




It is stressed that the above is a "what if" construct, Certainlyi 

rsgional residents will migrate out and people Outside the region will move 

* .. ■ 

in. Howeveri th^ results are helpful in putting the reglonls job gap in 
perspective. A 'lot of job§ have to be created just to match the region's 
1970-1975 performance, which was- not particularly good. It is the magnitude 
of 'the numbers that highlights the region's problem. 
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GREAT LAKES POPULATION AND A CHANGING REGIONAL ECONOMY ^ 

^The transition in the rpgional economy", cqmpounded by changes In national 
population growC^ and migratibn patterns, has lad to regional population growth rates 
below the national average beginning in the decade of the I960* a. It has continued 
to decline relative to the U.S, In the first six yeBtm of the 1970's (Table 18). The 
preliininary 1976 figuri, a 0,1 percent increase^ masks the fact that t^ree states,^ 
Ohio, Indidnaj and Michigan, eKperlenced ^absolute population losses since 1975 
(Table 19). 



TABLE 18, 

Great Lakes Region 

Population Growth Summary 

ANNUAL ^PULATISN QReWTM 



I 



Great Lakes 
Region 


Period 


ua 


17 




17 


t1 


1960-70 


13 


as 


1970-7S 


0,9 


0,2 


1974->S 


0.8 


0.1 . 


1975-76 ^ 


OS- 



^ ^ r 



TABLE 19. 



' flre.it LiiN PopiilaElon rlinn^p hy Htnlf, 1930-1916 



Piipulfltinn (Oflfl'R) 



GfCiwtli UtQ (pereeni} 









_m _ 






50-60 


60- ?0 


?0-?5 


F4-?3 










\\-,m 




1 

11,229 




1,0 


0,05 


- 0.1 


0.8 










%3I1 


5,102 


14 


1.1/ 


0,4 


- 0,04 


- 0,2 




hm 








9,104 


2.0 


1.3 


fli 


0,4 ■ 


- 0,5 










1()J59 




2,0 


0.9 




0,1 


- 0.6 


3,435 










4,609 


1,4 


I'.l 


Oj 


0,9 


0,04 


l%7 










3,9fi^ 


l.j 


1.1 


O.fi 


. 0,5 


1,0 



.^flure#{ if, 8. BurMu of tiie r^iisi!^, 
h.^ 1 riTu^iJiOL iltilatEii , 



i 



This Is due to a number of factors. As in the rest of the United States » birth 
and fertility rates have declined dramatically since 1960 — from 23*7 births per 
1,000 in 1960 to 15.0 per 1,000 in 1974 — resulting in lower population growth 
rates* ,^ * 

This slowdown in population growth is reinforced in the Great Lakes Region by 
substantial reduction in the number of in-migrants. Contrasted to patterns of 
in^-migration in the 1950' the Great Lakes was a region of net out^migration during 
the 19^0 's^, and in the 1970 's, out-^migratiort has increased in excess of five times 
the 1960-1970 rate. With the exception of Wisconsin, the other five states have all 
©xperienced net out-migration.: The region's 58 metropolitan areas alone have lost 
925,000 residents through out-migration (Tables 20 and 21), Only 14 metro areas in 
the region experienced in--migration over the 1970-1975 period. 

In consequence, entire metropolitan areas, not just the central cities, are now 
losing people. Fifteen of the region's SMSA's have had absolute population losses 
between 1970 and 1975- For the 1974-1975 period, the number of SMSA's with absolute 
population losses jutpped to 26* ^ * 

Migration, Labor Force, and Unemployment 
Migration from the Great Lakes region correlates very closely with 
the national business cycle , Major upward surjes in out^migration occurred 
in 1957--58, 1961, 1970^71, and 1974^75 (Figure 4), years of major economic 
recession in the U.S. Major abatements of out-migration, and even som.e periods of 
in-migration uacurred in chu recovery and high employment years, of 1959, 1965^69, 
and 1972-7 3* Thus, while the net migration trend has .generally been outwaxd, the 
pattew of movement followB vi ducidedly cyclical pattern. Unlike what appears 

57 
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GREAT LAKES ABSOLUTE NET MIGRATION, 1970-1975 

(000 'a) 







Metro 




Non^Metro 


Total 


Illinois 
Indiana 




-318.4 
- 75.4 ^ 




- 23.6 

- 18.5 


-342.0 
- 93.9 


Michigan 




-198.3 




94.2 


-im.i 


Minnesota 




- 28.0 ' 




18.4 


, - '9.6 


Ohio 




-298.6 




17.2 


-281.4 


Wisconsin 




- 6.9 




55.2 


^8,3 


Great Lakes 




-925.6 




142.9 


-782.7 



Source: Current Population Reports , Series P-26, 
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TABLE 21. 




Great Lakes SM$A's * 

Population over 1,000,0qp 
1970-7S 

Nit Abs§lut8 
^ Migritlon Population 
(OOO's) Changa 
(OOQ's) 



Chicago 


•2S8.0 


5.3 


Detroit 


-171.4 


9.7 


Minneapolis- 
St. Paul 


V. 

-23.3 


62.2 


Cleveland 


-143.7 


-88.4 


Milwiiukee 


-24.4 


22.5 


Cincinnati 


•44.5 


■4.3 


Indianapolis 


.15.1 


36.1 


Columbus 


9.9 


59.9 


k Total A 


■670.5 


103.0 


/ 






Other 50 SMSA's . 


■255.1 


297.5 


Nonmetropolitan 
Counties 


142.9 


432.2 



0 
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Total Net Migranta, NorlhG«irH| Re|ton 



, MMRecesiion 




Souref I Cuprtnt Pepuiitlon Riports, Se rlei P-IO, Mobilily Stitui of tht Population, Yitri 1154-1976. 
* Data aviiiahli only for aggregale 1072^73 period, prurated tqually for each year 



to b© taking place in the Northeast, ^there Is no clear evidence yet of a secular 
"ieap'V or acceleration In migration frora the region, ^ 

Examining specific regional patterns, the pattern of flows between the North 
Central and West show that this migration pattern has also been largely cyclical, 
except for the large flows of the early 1960's, The latter, however, have been 
replaced by outflows to the South in tfte 1970's. Thus, whereas a major '"shift*' 
is not discernible from the total figures, Ic is evident from a Tegion^to-region 
standpoint (Figure 5) . 

9 

I 

F 

Cessation of Black In-Mlgration ^ • 

In contrast to the cyclical pattern of white migration in and out of the 
region through 1971, the stream of non-white in--migrants moving from the South , 
into the region was persistent and steady. However, since 1971 this pattern 
has been distutbed. In every year since 1971, except for 1975,, there was net out^ 
migration of non-whites from the North Central to the South. During all 
these years, excepts 1974, there was also substantial out-migration of whites. 
The most puzzling yenr was 1974, when non-white out-migration combined ^with 
white in-migration to the North Central from the South , a ^complete reversal of 
the historic trend (Figure 6) . 

Out-Migration of Young and Non-Workers 

In terms of migration by age group, the increase in net migration from North 
Central to South in the 1963-76 period h^s been characterized by the following 
trends: the "young workers" group (ages 18--34) * apparently" quite sensitive to 
cyclical factors* has gone from a large net inflow in the lat^ 1960 *s to a large 
and volatile net outflow in the 1970's, contriburtrtg considerably to the shift in 
total migration; the "non-workers" group (age under 18 or over 65) has also con-, 
tributed heavily to this trend, with essentially neutral flows in the late 
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Wm Rictseion 




Wf Nat . 
Out-migrafion 



p In^migration 



19S4 SS 56 57 58 SD 60 



ii 62 63 i4 65 66 87 SB 70 ?1 72* I'S' ^4 7S ' 78 



Sourpii Curpent Population Heporti, Siries P-20, Mobility Stitui of Ihi Populition. Ysars 1854*1976. 
* Dm avallabla only for aggregati 1072-73 period, prorated equally for eieh yiir, 
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Net MigrBtiiHi from Nnrtltcintfal If) Sftiith liy Race 



100- 



•200- 




1 I Out-nilgration 

V — y- 



lii-inigfitinn 



\i9S4 ss M 57 $a" s9 sb ' di ea m m e? ea " as io i\ n* Ta' n n n 

Sniircn: Current rn[Hilation llejiortSf Scries I'-20, Mnbillly NlatUB nf the l'n|iulatinn, YfMUS l!)r)'hl9?6, 
, ^ Data ivailihle only ror n^Krepiitf lD72'7:i pf?!'ifKl, prnroiffl erjiiolly fnr tiurli yoai, 
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1960's being replaced by a steady outflow in 1970's; ^'mature workers** (ages 

35=65) hava not contributed to the overall trend, their net migration pattern 
being characterized by a steady mo/erata net outflow (Figure 7), 

Labor Force Growth Despite Po pulati on Growth Slow Down 

If the unemployed were moving out of cha region to bring employinent into 
t'a^pca with those seeking jobs, out-inigrac ion could be seen as the answer to the 
ragion's problems. However, the raverse is true. The region *s potential labor 
force is expanding while population remains stabLe or declines. As noted earlier, 
the available statistics are far from adequate on this subject. Other than age, 
reliable inf orifiat ion on the cliaracter istics of out-migrants is not available. What 
is known Is that the ievels of unemployment continue to Increase in many of the 
region's major cities. ^ 

Slow National Growth Retards Out-Migration . . 

There ^are s^^veral reasons for this. Even if the unemployed were parfectly ' 
mobile and there were adequate job opportunities^ elsewhere, such a **natural" 
adjustment process would take time to occur. However, many of the unemployed are 
far from perfectly mobile and adequate numbers^ of ^2er tain types of"^ jobs 



)s are not 
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available anywhere in the country, L^er such conditions it reasonable to 
assume that the region will have growin^^ concentrations of hard-^ccjre unamployad, 

Hard-Core Unemployment May Incre a s e 

Part of this is a demograpliic phonomenon. Those born in the war--baby years, 
1947 to 1961, are now entering the labor force in great numbers. Those with 
skills in demand are more able to move about the country in search of jobs. Those 
with low level skills or no skills are HLmply not in demand elsewhere. There is 
an excess supply of unskilled workers in every region of thG country. They either 
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Nit Mlgrfiiifin from Northcinlral to SoMth by Age 




Out-migrition 
Nit 

In*migritlon 



1954 IS Se S7 56 ^9 60 iV 62 63 ^4 65 86 67 68 6e 10 71 72* 7^3* ^4 75 76 



Bmtm Ciirrffit Popiilatlnn ItnpnrlSp Nerlts P-20i Mnhlllty Slalus of the Populatinn, Yiars 
* fJita evallitile only for aggregale 1012-73 period, jjroratcH equally for each year. 
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tend to stay where they are or their movements are cancelled out by eross- • 
migration, e,g*, an unskilled rarker will move to los Angeles- in a futile 
search for a job, while a worker from Los Angeles will move to Detroit -in 
a similar quest. 

Furftbermore, the higher birth rates that prevailed for the entire 
population in the post-war period prevailed for a longer period for non-^. 
whites. Thus, , the entrance of larger niaibers of non-wh^es into the labor 
force will continue for some years to comet This will mean that the already 
extremely high unemployment rates among black teen-agers and young adults 
in the region's major cities will continue to get worse unless the number 
of new Jobs can be increased in those ^^e cities. 

Older Workers: The Problem of Displacement 

A inal component of the pool of existing or potential unemployed is 
also a major cause for regional concern. Plant closures are not abstract 
■statistical phenomena. The older, skiired, blue-collar workers who Ipse 
their Jobs in such closings are usually not very mobile. They own homes - 
in communities were such homes will be harder to sell than before* They are 
unable or unwiiling to make major occupatipnal changes, family 'and- other 
ties make them poor prospects for migration even if jobs were available for 
them elsewhara. The Youngstown newspaper want ads are full of white collar 
and professional job offarings in Texas and elsewhare. there have been 
few for production line workers. Thus, these people too wilj. tend to 
stay where thay ara, hoping for the best. 
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REGIONAL FACTORS IN THE COMPETITION FOR ECONOMIC DEVELOPMENT . 

While the region is at the mercy of major national and international economic 
forces beyond its control, there are a number of factors regionally which afject 
the comgetitlve advantages of the Great Lakes area in generating and supporting 

aconomic development. , . ^ ^ 

- * ' ■ i* 

1. Energy costs in the regiop, do tend to be slightly higher than elsewherep 
^l^lthough, in the view of many businessmen^ availability and certainty 
of supply are potentially more significant pro^blems than costs . 

V 

2* Overfall, state and local taxes in the Great Lakes States are below the 
^national average^ although some kinds, of taxes'may fall especially hard 
on some particular businesses and thera is substantial variation among ' 
the states with some ranking among the highest, some che*lowest of the 
industrial states in termi of total tax burden, * ^ 

3. Particularly as a raf lection of the high proportion of skilled workers ^ 
in the region's industries, average manufacturing wages for the Great Lakes 
are higher than any region in the United States, even when - adjusted^ 
for cost of living. 

4» Unemployment insurance costs do not seem to represent as great a problem 
In this region as in the Northeast; however, Workmen Compensation ^ - 

Lakes states than elsewhere. 



e more liberal than elsewhere, 



costs are greater in several of the Great 
5, Fringe benefits in manufacturing tend to \ 

5^ Work stoppages are more frequent in the G^at Lakes States than elsewhere. 
7. , Labor productivity can, at best, be regarded as slightly less Chan average 
for the region, with much interhal variation ^within individual industries 
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^ between fub-areas In , the regibn. Productivity reflects levelg of , . 
plant obSQlfseenee assail as hmman problCTis on the production 
line. . - ' - \ * * • 

, Thus, the Qreat Lakes region doas face competitive c^st dlaidvantagei ^ 
^relative to other regions,. In many cases , individual cost differentials 
appear minor but taken as a package^ they^are bften decidedly mora than \^ 
negligible^ 



r 



' ^ ENERGY COSTS , ^ 

.While availability and certainty of energy supply are mors of a pote^4®l 
problem to the Great Lakes Ragion than cdstj regional energy costs do tend tq be 
higher than elsewhere, - ^ ^ ? 

^ Prices for all forms of energy have risen sharply since the 1973 Arab oil 
rabargo. and the subsequent five^fold increase in the price of Imported crude oil* 
Rising relative prices of fuels are shown in the data in Tables 1 through 3* 
While the Great Lakes region tends to have average fuel prices comparable to the 
national averages* natural gas prices for industrial and comnerclal purposes in 
1975 were about 10 percent higher than the national average and about 15 to 30 
perceht higher than the gas producing states In the South* 

The future rate of increase in energy prices (particularly natural gas arid 
crude oil) will be determined by international events, federal policy on regulation 

of natural gas and ^-old" oilj and the effects of conservation efforts on demand* 

% 

Provided a balanced national energy policy can be developed, there is no reason to 

J : 

assume automatically that tlalng relative energy costs alohe will severely affect 
the Great Lakes manufacturing economy and the region's long-run development. 
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• - AVERAGE AOTTOAL MS rorariAL CONSUMPTION 
• 1950-1975 
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\ 

El tc trie 
Prlee 


Number 2 
Fuel Oil 
Price J J 


Year 


CoQSusipti'bn 
(Mffltu/ 
Customer) 


• Bill 

C$/Cuf tomer) 


Price 


1950 


i 

62,5 . 


$ 53-15 , 


$0.85, 


$8,44 


10.88 


1960 


104,8 


104.46 


1.00 


' 7.24" 


1.08 


1970 


129.2 ; . 


136.69 


1.06 


6.15 


. 1.33 


1975 


^ 121.9 


206.24 


1.69 


9.40 


2.81 



*SDurcai Edisoirtlectric Institute Statiyical Yearbook , and Buraaju of Labor 
Statistics, Ratall Prices In^dAaces ef FualT and UCillties, 
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TABLE 2. 



GAS UTILITY INDUSTRY,^ AVERAGE PRI-CES, 
BY STATE, 1950-1975Ca) 



#DiviaiDQ and Stat* 


19,50 


1955 


1960 


1965 


1970 

- - '-^ 


1974^ 


1975 ■ 


Cnit#d States 


$0.46 


$0.52 


. $0,60 


SO .'62 ' 


$0.64 > 


$0.95 . 


$1:29 


NtV Eagland 
Middle AtlaQtic 


2.50 
1.01 


2.11 
1.01 


1.77 
1.07 


1.60 
1.04 


1.60 ■ 
1.06 


2.34 '.2^87 
1.50 . ■ 1.97 


East Korth Central 
i i 


8.60 


0.66 


0.74 


0.73 


0.74 


1.05 


1.34 


^ Illinala 
Indianm 
Michigan 
' Ohio 

Wisconsin 


0.56 
0. 73 
0.77 
0.50 
• 1.41 


0.61 
0.69 
■ 0.86 

1.15 

0 


0.77 

0, 66 
' 0.81 
. 0 . 68 ^ 

1.0^ ' 


0.74 
0 61 

oiao 

^.82 


' 0.73 , 
/ 0,78 . - 
0.80 


,1.05 
0. 93 
1.12 " 
1.04 
1.03 


1.35 
1.16 
1.43 
1.35 

4,31 * 


West North Central 


0.37 


0.47 


^ .0'.52 


0.S3 


0.56 


'0.79 . 


1.00 ' 


Minnesota 


'0.30 


0.62 . 


0.71 


0,68 


0.67 


0 . 98 


1.19 


South Atlantic 


...0.55 


0.64 


0.73 


0.72 


0.72 


1.07 


1.39 


East Soutft Central 


0.33 • 


;'^b.39 


0.52 


0,50 


■vO.51 


0.81 


1.03 


Wast South Central 


O.IS' 


0.23 


0.29 


0.32 


0: 35 ' 


r 

0.60 


0.99 


Mountain 


-•■3.31 


0. 38 


0.43 


0i46 


0.49 


0.73 


0.99 


facific 


0.42 ., 


__.^0.50 ' 


_J^9_. _ 


.0.^7-.--- 


' 0.55 




1% ii 


Excluded Sale4, for resale and revenues from sales 


for .resale 




» ' 


? RevisA. 






ft 


























Source: Gas Facts ^ 197 

^ ■ ^ 


5 Data, 


America^ 


Gas Association, 


Arlington , 

\ 


Virginia 
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-TABLE 3. /; 



GXS UtlLtTY INDUSTRY JkVEiUGE mCES,/ . ; 
BY STATE Aim CLASS OF SmVICE, 1975/ / 
. ' ^"CI/MbStu) 









Clais of ServiCB 




Division End State 

— 1 .. — 


Total 


t 

Residential ' 


Comercial 


Industrial Other- / 


United States. 


?l,2f 


$1.69 


$1.38 


■ $0.99 


$0.94 


Ntw Eagland 


2.67L 


3.22 


2.67 


2 . 21 


2.17 


Bttddle Atlantic 


1.97 


2.26 


1.93 


1.44 


"l.6S '. 


Qst North Central 


1.34 


1.56 


1.36 


1,10 


i.'i5 ' 


Illinois 


1.35 


1.58 


1.29 


■ ■ 1.11 


0v94 


Indiana 


1.16 


1.45 




0.91 


1.35 


Michigan 


1.43. 


1.60 


'1.47 


1.23 


1.57 . 


Ohio : 
Wisconsin , 


■1.35 


1.51 


t 35 


1.12 


1.33 


1.31 


1.71 


1.38 


1.05 


0.77 . 

f 


West North Central 


1*00 


1.37 


. a. 10 • 


0.71 


- 0.63 


Minnesota . 


1.19 


1.59 


1.36 


0.86- 


0.58 


South Atlantic 


1.39 


. 2.02 


1.54 


0.96 


' " 1 . 21 


East^ South Central 


^,1.03 


1.43 ■ 


1.16 


0,80 


0 . 90 


West South Central 


0.99 


1.35 


1.09 


0.94 


0.72 


Mountain 


0.99 


1.34 


1.08 


0.76 


0.78 


Pacific 


' 1.31 


1.58 


1.34 ' 


1.09 


1.-16 . 












\ 


Source: Gas Facts, 1975 


Data, Ameriqan Gas Association, Arlini 


;ton, Virg 
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Natlonallyp thm apBt of purcKdsed fuels arid purchased electricity cottaimfed in 
.Mnufacturii^ in 1974 was 6.4 percent , of value added Originating in the, manufacturing 
sector. In the Great Lakes ragionj Michigan has the highest costs of purbhased 
fuels and electricity consimed by manufacturings about 15 percent -higher than the, 
national average i while Minnesota's costs are about 3 percent leas than the national 
average (Figure 1), Rates of irtcrease for all six states ^were substantially less 
than the national rate of increase, but the latter is primarily a reflection pf 
high rates of increase on low costs in energy producing states and high rates of 
inorease on already high costs in the Northeasts - 

While rising relative energy prices will have differential direct and ^ 
indirect effects* on various components of the manufacturing sector, energy costs 
are generally considered to be only one aspect of many dimensions conrtdered in. ^ 
industrial location and investment decisions. 

STATE MB LOCAL TAXES ' ■ ^ 

As a region, the Great Lakes states are slightly below the national average 
of state and local tax revenue as a percent of state personal income for 1973. ^ 
In the extreme cases, Ohio-s tax burden is 18.4 percent lass than the U,S* average, 
while Minnesota's and Wisconsin 's are 14 and 22 percent greater than the national 
figure (Table 4). ' ' „ . . 



* Rising relat'^e energy prices will affect industry in two ways* First, the 
energy cost of operation will rise, depending on the industry's intensity 
of direct energy use. Second, the price of Inputs (transportation, purchased 
materials, etc.) used in manufacturing will rise as supplier energy-related ^ 
production costs rise. Industries which have low Intensity in direct energy 
use may experience sharp cost increases if their purchased inputs require 
energy intensive production processes, - , ■ ^ 



Fuel and Purchased Electric 
Energy Costs by State, 1974 and 1971 




. DOLLARS PER 1,000 kWh 

FIGURE 1. ' '; 



TABLE 4, 

STATE-LOCAL TAX REVENUE IN RELATION TO 
^ ^ STATE PERSONAL INCOME ' 



. 

Slats mrtd ps^on 




SlM« Wmwmmm Ralaf ad %m U.S. Avsngs 
(U.S. « 100.91 


1173 


If §9 


wt 0«£rus« («| 


« IITS^ 






UNITEP STATES* 




7,i8 


59. § 


100.6 


*1 00,0 




NiW f NGLAND 


13.36 


7.90 


69,1 




i AA 5 




Connecticut 


12 80 


6.06 


1115 
1 i i 


in§ 5 


70 O 






13. 2i 


8 95 


48 S 


1 Ci^ Q 
i w3. ^ 


I 1 e, 1 


^ — ' O.Sf 


MaisachusefEi 


14.19 


8.77 


81.8 


117 4 


11^7 


e 1 ^ 


New Himpshire 


1 0.21 


8.28 


23.3 


A4 4 


1 7 




Rhode tslind 


1 1 .O 1 






9o.y 




3.7 


Vermont 


1S.01 


9 62 


66;4 


132.4 


126.9 


4.3 


ivii {JmAs^ 1 


13 SO 






' 1 1^, 1 






Delaware 




A 9 1 


1 1 1 R 








Maryland 


1 2.00 


g 33 








1 3.3 


New Jersey 


1 1 5A 


O. 33 








7 1=1 


New York 




8 79 


A4 fi 


1 lA 7 


1 1 o.w 


J 1 C 71 


Penni^ivinia 


12. 19 


6,1 7 


97.6 


" TOO a 


S 1 A 




GREAT LAtCP^ 


11,29 


6,78 


66. S 


93.4 


89,4 


4,5 


* if > > 1 wl 3 1 


1 1.2 1 


6 37 


76.0 


q3 7 


^A fi 


1 n A 


Indiana 


1 0.&¥ 


7 08 


42.2 


Q w . ^ 






Michigin 


1 2.08 


7.31 






30.# 


^ - 


Ohio 


9 35 


5 87 


68 0 


8l'6 


77 A 


, ^ A 




\^ 1 4 78 






177 7 


1 1 7 e 




1 

PLAINS 


11. 32 


8.26 


= i 

37.2 


93 6 


10S.S 


— 14.0 


lo 


11.08 


9.22 ♦ 


20.2 


91.6 


1216 


--24,7» 




10 S3 


8.71 


20,9 


87.1 


1 14.9 


^24.2' 


Mri 1 ri 1 1 C 3 u la 


^ 13^4 


9.38 


i 46.5: 


113.8 


123.7 


- 8.2 


iri 


icfa4 


6.14 


68.4 


SS.5 * 


81.0 


.5,6 




10 40 


7.69 


35.2 


86,0 


101.5 


-16.3^ 


niQFir! uaKOis ^ 


S.59 


1 1.27^ 


- 14.9 


79 3 


148.7 


"=46.7* 


^< W W L 1 1 B ^ I B 


1 1.72 


1 0.79 


8.6 . 


96 9 


142.3 


— 32.0' 


SQUTHiAST 


10.56 


7.86. 


34,4 


87,3 


103.7 


— 15.8 


Aiibama 




7.00 


37 0 


79.3^ 


92.3 


--14.1 


Arkansas 


i 43 


7.92. 


19.1 


78.0 


104 5 


-2S.4» 


Flondi 


^70 


9.20, 


16.3 


88. S 


121.4 


-27.1^ 


Georgia 


1^43 


7.67' 


36.0 


86.3 


101.2 


- 14.7 


ICentycky 


10.59 


6.47 ' 


63.7 


87.6 


85.4 


2 6 


Loyisiand 


12.02 


10 43 ^ 


15,2 


99.4 


137.6 


-27.1* 


MiSStSSippi 


1 1.38 


9.37 


21.5 


^ 94.1 


123.6 


-23.9' 


Norfh Carohna 


10 49 


^ 8.2^ 


27.2 


86,8 , 


108 8 


-20.2* 


South Carolmi 


10.67 


8 61 


23.9 


88.3 . 


1 13.6 


-22.3* 


Tennessee 


10 10 


7.32 


38.0 


83.5 


96 6 


-13.6 


Virginia ^> 


10.38 


6.09 


70.4 


8S.,i 


80.3 


7.0 


West Virginia, 


10.97 


.6.81 


61.1 


90.7 


89.8 


1.^ 
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TABLE 4. 
" (Continued) 

STATE-LOCAL TAX REVENUE ifc RELATION TO 
STATE PERSONAt. INCOME 






of Fvnfiful iK&fiM * 


Slats Pmmmm R^at^ 1® U.S> Av«ng«\ 




If S3 










of ^mCFHIB 1 ^ ) 




SOUTHWEST 


10.22 


7.34 




84.S 


96,8 


— 12.7 


ArizDna 


/ 12.70 


8.|0 


^ 49.4 


105.0 


^12,1 


— 6.3 


New Mexico 


12.06 


8.66 


39.3 


99,8 


114. 2 


' -12.6 


Oklahoma 


i.67 


i.07 


6.6 


80.0 


119.7 




Texis 


i.75 




460 


80 6 


88 1 




ROCKY MOUNTAIN ^ 


1 1 .66 


^60 


35,6 




113J 


-16,1 


Cdlorado 


1 1.44 


8.93 


28,1 


94.6 


1 17.8 


^ ^19.7* 


Idaho 


11.11 


900 


23.4 


91.9 


1 18.7 


-ad 6* ' 


Montani 


12 07 


7.62 


58.4 


99.8 


lOO.S 


- 0.9 


Utah 


12.17 


8 44 


44,2 


100 7 


11 1.3 


- 9.5 


Wyoming 


12 04 


8.73 


37, i 


99.6 


115.2 


-13,5 


FAR WEST* • 


13.53 


8,34 


62.2 


111,9 


110,0 


1,7 


California 


13.99 


8.41 


66.3 


1 15.7 


110 9 


43 


Nevada 


M2.72 


7.93 


, 60.4 


105.2 


104.6 


0.6 


Oregon 


' 1 1 72 


8.24 


42.2 




108.7 


-10.9 


Washington 


1 1.80 


8.07 


46.2 


97.6 


106.5 


- 8.4 


Alaska 


8 92 


5.Q3' 


77.3 


73 8 


66.4 


11.1 


Hawaii ^ 


13.05 


8 23* 


58.6 


107.9 


108.6 


=- 0.6 



Eiicludmg the Diglnet of Celumbia, ^ 
^irldicates states that have mereiie^their relative tax buFdens by 1 B percent or mdre. 
'^Indicates states vvhere the relative Xkn burden has fallen by 1 5 pefcgni or rnore^ 
^Excluding Alaska ar^ Hawaii ^ 

^Eitirnited. based on the U S average chinge between 1953 ind 19S7 (the eirliest year reidily available): 



Sourcei Advisory Commission on In Cergovernmenta 1 Relations. 



: Of states registerltig tl^e highest Increases in tax burdens (Figura 2), 
Illinois heads the Great Lakes contingent, while Indiana and Minnesota have 
experienced the lowest rates of Increases, The region as a whole registered 
about 10 percent higher than the national average increase, often interpreted 
by. potential plant locators as an unfavorable sign, especially in comparison 
to the very low ratfs of increase in the Southeast, Southwest, and Rocky v 
Mountain re^4ons, 

■ t 



y ^ ' I LABOR COSTS 



Manufacturing Wages ^ Direct manufacturing labor costs for the Great La^^ 
region, even when adjus^ted for ^ost of living j are higher than in any other 
tegion, and about 15 percent higher than the national average h^rly wages of 
production workers (Table 5), At the metropolitan area*level Great Lakes 
wage discrepancies are even further out/^f line (Table 6)* Saginaw and Flint 
have the higjiest production wages in the nation* In the highest wage quartile 



i 



21 out of the 45 top wagfi payers are in the Great Lake^ region; only' 5 

i, ^ ^ 

Great Lakes cities fall in the second highest quartile; andj only 3 Grea^ 



'0 



Lakes cities are in the bottom earnings half, • 

However, it must be pointed out that much of the production employinent in 
Great Lakes states also tends to reflect a higher percentage of top skill jobs 
in *che same labor categories. For example. Table 7 presents four alternative 
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^ Delawira 

GonMeticut 

^ ^\ Maiyiand 
New York 
AlaskM 
Illinois 



J Ntw Jersay 
Virginia 
MissoUi 
) Ohio 



la 



V^mont 
California 
Wisaonsin 
Rhode Island 
Miehiga\i 
Kent lie ky 
l^assaehusera 
West Vir^nla 
Nevada 
Hawaii 
'Montana 

Maine 

Minnesota 



^Average State-local XB% bur 
60 percent. 

^Percentage decrease ( = 14, 

Source: Table 14, 



EKLC 



FIGURE 2, 

LN STATE-LOCAL tAX REVENUE IN RELATION* TO 
%TE PERSONS INCOm, 1953-1973 



AVERAGE 



U.S. AVERAGE 




60 90 120 0 30 60 90 120 

Parcent Perceht 
jse from 7.6 percent to 12.1 percent of personal incorne — an increase of 
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TABLE 5. 



* Labor Fores, Employment/^d EarAings ^ 

pRorfuCTlOH WORKEBij MANUrACTURiNO iNDUSraiES— HoUHS AKB OrOSS 

EARHtNos, States: 1960 Tp 1975 ^ 




NA Not lyftjj^hle, 

* For iWiO. Alftslia anri Hawaii Ineluded in United States RVftrage'i but- Jndlfld'Jil StatP data jiot avalUbla 
ir^^ i^""*^"-- ^a^hinptgn DC, Standard MetropaHtan Stati^tleal Area; dati not eompirabla prfbr to January 
1S73 due tg ehange in urea diflnltion. K Data for WO not itrletly enmpirable with mm\mTjfE%n, 

Source: VS. Bureiu of tihor Statlstles, Emp/dymm mi Eirnlngs, monthly, Csmpiisd from data suppUed 
by cogperallng Stfttt^ageaelej. • . - ^ , 
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HOimS AM) EARNINGS OF PRODUCTION WORKERS ON MANUFACTimiNG PAYROLLS 
* ^ FOR THE NATION MD MAJOR ARMS, 1975 . .. % 



lijOr ifii 



Uptted Intel . , 

3i9in>«. Micli. 

GaNiSiefl-Tiyitlty. Til , 
Wilt Midi, ................ 

Wlitfftae-Cedaf Falls. Iom. . . 
Oiiidil Ml^. .............. 

Ann Amor. Micli 
•ilQl^MMii . ...... 

Battii Crffli, Mt^. . . 
Lan»fiQ^EiStlin£inQ Uicli . 
Kir»shi. msc. . .C\^. . . ... 

Dybuque. iosa. 
Us ^ii- Nfv, 
Baton Rdugt/La 

Younoitoivii-Warrin, O^le . 
Sir Ffanctsco-Oal|ind, Calif 

Beai^noni - RDft Aftfiyr. Tii / . 

Difion. Mfi ...... .... . 

Akrwi Ohio, . . . 

Casper W|0 .... 



Suffalb.NT ... 
Toledo. ONo. . ..... 

S^nle^Evfretf, Wash . . 

PlitSdurgh. Pi 

Milwaukee, fnsc ......... 

Migisofl, WlSQ^^ 

JacKlon, Mjifr 

Bocheiier. N Y. ..... . 

-Racine. Wise 
Clivetand.Oliio 

' CHaflf Stofi.'W'^ . r.". 
Koya^. Tii ....... . 

WikTiingiDn, Del 
Kalamazoo — Fortage. Midi 
Siocfcton. Cail! ....... 



O^fflwainiS. towi ..... . ... . 

Canton. ONO: . . . . .i. . . . — 

lieyiFaifs.SOaii . ... 

Trenton, N J .............. — i . . . . . . 

Tacoma. ^ ........... ... = 

Sicrimimo. Caht ^ ..... ^ 

Indianapoiis, Ind 

Eijgene = Spfini^ielfl. Ofio .... 

Sin Jose Caill ... 
Miiik|ggn='Npftan Scores = Mus4s Hgii . Micfi 



Cidif Rapids. Iowa 
KifttBfd. Conn ; . . . 
Green Bi|, Wise 
JcfinstQiim. Pi . . . 
, St Louis. Mo . . . . 



Viliiief--Fiifl!8id = Nipa. Ciht 

Wicliitl KMl , S'. . . 

UiflSvilli. Kf . . . ^ . . 

MinfiBipOlis-St FauL Minn 

New Sy^l PifiH AmDoy = Sayftyilie. N J ^ 

Ptfrltinf, OriQ . . " 

Hyri!tfigt§n-Ainiind. W Vi 

^shington. 0 C . SMSA . ....... 

Pirfcerieurg -Miriifti W ^ . . . . — 

Kipas City Ms 



Cif^inriltJ, Ohio. .... = . = . = ==. 

Jiciisai Coiffltif OtiQ ......... . . 

Nlwirli N J , . . 

Ri^ffide - Sin lernirdiho -O^iino Calif 
Colyi^Bus We ; 

See Iwinoiei at e(>d of UMe 



earfMl^i 



iibIsi 

292 33 

28§oe 

267.8i 

mu 

26160 
2§4 22 

26014 

mm 

211 55 
148 §2 
24130 
246 g| 
241 96 

241 7S 
239 » 
236 90 
233 49 
236 49 

236 40 
233 S9 
23305 
232 06 
23192 

' 231 15 
229 56 
22198 
227 7S 
227 29 

22591 
221 78 
224 97 
224 7a 
22431 

224 21 
222 78 
222 04 
222 03 

221 9i 

221 31 
221 10 
220 77 
219 29 
217 89 

2173& 
21684 
216 69 
21600 
21SM 

21539 
21510 
21458 
21431 
21373 

212 74 
21262 
212 52 
212 13 

211 33 



jMitife 
hours 



i394 

43.4 
414 
401 
410 

410 
447 

416 
401 

39 9 

387 
39 7 
423 
38.6 
389 

399 
408 
412 
41 2 

392 

40fl 
401 
393 
396 
403 

%99 
40.8 
406 
397 
403 



-410 
426 
s 394 
^ 4Q I 

397 

39 0 
395 
^ 42 7 
43 3 
M4 

391 
402 
3ii 

39 3 

40 5 

404 

41 7 

^ 41 7 

37 5 
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520 
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TABLE 1. 



ActuaJ and Stafidirdliid Ail Indystf|^A¥ir.age Hourly Earnings of 
Pradyction i^orkeri In Durable Goods Hanufaeturing Industries 
f In ik United States an^ the Great Lakes States, I9J2^ 
(Percentages in Farentfiesis are Relative all Industry Average fpingi 



Rates). 




States 



Great 
Lakes 
States 



Hichilgan Ohio 



Indiana 



Illinois HiSEOhSin » 



I4.2P (looj $4J5(110) $/25 (122) $4J? (Ill) $4.62 1108) $4,51(105) 



S.Tate'eonftint 
Great Lakei Rate^constant 
S, OTployniint-constant 



Great Lakei enployment^constant 



\ 



4.29 (100) 4,41 (103) 4.57 (lOJ) 4.44 (loi) 4.37 (1Q2) 



4.29 



4J5 (100) 4. 99 (105) 4J? (100) 4.69 ( 99] 
4.5MJ0J) 4.89 (114) 4.5J (10?) ' ^46 (104) 
(100) 5.03 (106) 4J4 (100) 4.59 [ 97) 



4,27 (100) 
4.56 ( 96) 
4.35 (101) 
4.42 ( 93) 



4.31 (101) 
4.62 ( 9|1 
4.42 003) 
4,57 i 96) 



ICURCi; Or. John Hattila, Wayne State University, Unpublishgd forking Papir "Industry Mix and Earnings Rates ^'Michigan, thi 
GreaUakes fiegjon, and ttie United itates, 1972." . ■ 
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"standardized all-industry average hourly parnings rates". The first standardized 
set of averages is a U.S. rate-cQristaW avetvage hourly (earnings rate obtained by 
= multiplying the ^raployrnent of each local industry by the U.S. average hourly 

earnings and dividing the sum of these cross products by the total local employment 
By holding wage races constant these averages ^show the effect of regional speciali-- 
zation x)f ''industry mix" on the state-s average wage rate. For example, Michigan's 
standardized wage rate of $4.57 is 7 percent above the national average of $4.29 
because Miciiigan*s employment is concentrated %Xi iiigh wage industries. It is ©nly 
^4 perctfut: above the Great Lakes m/erage of $4.41 because there is greate^ 
similarity in tlip Lndustrial structures of Michigan and the Great Lakes i^egion , 

Illinuis, being tlie most diversified of the Greap Lakes sthtes, is only ^ J percent 
above tli^ national average ^ ■ this measure . 

The second row of standardized averages in Table 7 shows Great Lakes rate- 
cons tant hourly earnings averages com.puted by multiplying the industry em.ploymen^ 
of each state by the Great Lakes average hourly earnings, and dividing the sum 
by state employment totals. When wage rates are held constant at the Great Lakes 
average, Miciiigan is 5 percent above the average because of its concentration 
^:of eraployment in high wage industries. 

" The third row of standardized all-industry averages in Table 7 presents 
U .S. e mp 1 o y m e n t - c o n s t a n t average liourly' earnings rates, obtained by multiplying 
local industry avurage hourly earnings by national industry employment and 
dividing the sum of these cross products by the national total employment. By 
holding national industry mix constant, these averages reveal to what extent 
tlie wage structure of each state is above the national average. Thus the Michigan 
a ve rag e o f % 4 . 8 9 L s J 4 \^ e r c en t a l)o ve t lie n a t iona 1' ave r ag e b e cau s e al 1 manu f ac t ur ing 



industries used in this comparison have average hourly earnings in Michigan 
which are above the national averages for those industries* Illinois' is not only 
the most diversified of the Great' Lakes states but also it appears to have the 
lowest average wage structure. 

The final row shows Gr ea j_ Lakes em p lQ>Tne nX. cons t ant average hourly earnings 1 '. 
rates, when the Great Lakes industry mix is held constant. Because of the 
^homogeneity c?€ the region, the differentials are greatly reduced. Michigan-s, 
rate is pniy; 6 percent higher^ than the regional average in this case^* - , 

Unemploj^ment Ins^urance and Workmen Compensation, . Unlike its sister 
Northeast region, the Great Lakes region does not appear to have disparity problems' 
in unemployment insurance. In terms of contributions collected from employers , ' 

relative to wages subject to tax, the Great Lakes Is actually below the U*S. 

f - — — — 

average by 25 percent, Michigan being an qbvlous exception. Wiiile such labor "cosCb" 

X _ ^ . 

are still a third higjlier than .In the Southeast, unemploymei^t cost^ to Great Lakes 

employers are only half those in the 'Northeast (Tables . 8=10) 

Conversely j workmen ^s com.pensat ion costs do appear to be a problem in the 

Great Lakes« The region's share of national payments has increased over time 

with no indications tliat this will change in the future (Table 11). There are 

large s tate-by-^sta te variations, but payments are still increasing in a region 

whose work force'* is dlminlsliing " jlative to IJ.S* employment growth. A shrinking ^ 

relative work force sliould ;-er\tirata less of a sliare ot worl<men^s compensation 

payments. This is not the case. 

Fringe Benefits . The Ih S . Uepartment of Labor estimates that fringe benefits 

accounted for 19.5 percent of total compensation in 19725 up from 18.1 percent 

in 1970 and 17 percent in 1966= For manufacturing industries, fringe benefits 

accounted for 18.4 percent, 2 0,2 percent ancf 21.5 percent of total compensation in 

• ■? 

1966, 1970, ■and 1972 respyctively . 
■ ' ' i ■ 
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(1) 

Average 
Weekly 
Benefit 



U. S. 
IlUnois 
Indiana ' 
Hlchlgan 
Minnesota . 
Ohio 

Wisconsin , 
Great Lakes Region 
* Includes dependents allowances. 

'Source: Data COTpiled frcm 



GREAT LAKES 
STATE UNmLOtlNT INSURMCE SUMARY - 1915' 



(3) (^) 1(5) (6) 

(l)/(2) Contribution Wages Subject to (4)/(5) ^ 

(percent) collected UnMipflopent (percent)' 

from .employers Insurance ,/ 






/ 


il millions) 


Tax ($ millions) 




• 

/ 10.23 


190.29 36.9 


5,208 


iol,9oO 9 






215.66 36.3 


115 




1.18 


\J 
* 63.89 


193. ?9'' ii.O 




6,54i 


1.14 


* 81U? 


225.05 36.2 


284 


10,472 


2.71 


6§.L5 


iai09 3f,6 


85' . 


5,011 


, 1.59 


* 79.09 ■ 


232.19 39.1 


lai 

i 


13,429 


1.34 


■80.05 


184.4? ■ M.4 


!106 


5,253 


2.02 




31.6 


90? 


55,648 


1.63 



Insuraiioe statistics 



(weightid 
average) 



Mual teport of tte^leMifcy off Later 
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TABLE % 
NORTHEAST 

STATE UNEHFLOYMEHT iNSOaANCE SUHHAHY = 15?5 



Connecticut 
Maine 

Hissachuietts 
Siw Haiii|shire 
New Jersey 
New York 
Pennsylvnnl,l 
Rhode IsUnd 
Vefmont 

f 

Nofthea.^E Region 



(1) 

Weekly 


(2) ■ 
Weekly 


(j) 

( i'lt'fi'iifl f" 1 

^_ U L 1 1 1: U L i 


LunuiDUtlQnb LPiieLLliQ 

^ from Empkiyers 

f Q fill llnii^;! 


(3) 

Unepipifpent Insurance Tax 

nil]inn^;] 


(« 

(4)/(5) 

\ Utl L tllL / 


in ^''1 


^ -^^ - 

iiU.li 


U Q 

Ju ■ ? 




( 


i i 7 ? ^ •• 


/ J . 7 □ 






14] 




2il 






37 = ] 


' 30 

} 


ijDl 


2J0 










1 ]U 


J i M.J 




159 J/, 


37,9 


15 


'i* 


],59 




J 20/, 64 ■ 


■ 36,4 


375 ** ^ 


10, yj 


3,70 


iin 


215.80 


33,7 


• m. 


22,39B 


2.91 




192.% 


'42,0 






2.77 


birr 


164,63 


U,l 




1,227 


3.72 


67,00 


157, /8 


«,5 
38. SB 


11 

\,m 


506 
63,270 


2.27 
3.07 



average) 



* Includes dependents' albyanceH- 

** Includes conEributions lim mjAovm In BtateL^ yhich lu wthvB 

*** the liJ. figure for employef contFlbutionB an a percent of tmhU wanes declines to \M wheii £he Northeast is removed, 



Source: Data coniplled f-rm [IriGEriployment Insu rance Statistics and AnnuaHeport Qi_ j hi j ^^ Il^'^"^^ of labor , 
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TABli 10. 



SODTHEAST 
STATE IJE»L0\'>IENT INS11MCE S 



19J5 



* [nciudes contribijtiims frnni eiiiplnvi.'t's .in stntts whift! tax tforkt.-'rs, 

i V 

S(iiiFce; Data compiled fron jjnenigl oyiiii'nt^ Insuranou Stadst ks and touia nijpnrt of lIk! Secreta ry of Labor. 



- - ^^^^^ 
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(2) < 


(3) ^ 
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—-f— : ^ -■■ ^ . 
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■Average 


Average 




Cnntfi^tion.§ Collected 


Wages Subject to 






Weekly ^ 
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frli FfployerH 


Uneinployinent InsurancG Tax 
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i€n2fit 






(5 million??) 


(S liiillifln^^) 


(percent) 




?0.23 








inl i JfiU 


^ — T — ^ 

r,99 














Alabaiiia ■ 
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^ 36, B 


J 38* 
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y,5(il 


.9? 


Georgia 








50 


5,791 














3,345 


1,65 
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North Carolina 


59/32 
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.3]. 8 ^ 


75 
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South Carolina . 


ftlJO 
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J8 






165.26 
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average) 
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^ .'jTAJLEll, . 
STATE WORR^iEN'l COMPENSATION FAWENTS 



' ($ Millions) 



■ GrnwEii Rate Grcwch Rate ■ ' Growth Rate 

•/ .... 1350-1960 .' , mum . \ 15704974) A 

™ 1!H ^(Pffcent) m (percent) 1974 (perceiit) ^ 



591.4 1235.0 . 108.8 2789.1 i2b.f mj 60.5 

Illi'iois 3L1 67.4 ' • 116.7 144'.1. 113. B 219.7 ^2 5 

Miana . - 8.9 18.1 103.4 43.9,-.. ' 142,5 U5.6 26.7 

Pn 23.1 48.9 111.7 197.9 304.7 311.8 57.6 

sota 9.7 22.0 126.8 46.3 111.4 ^76. 4 64.3 

40.4 ■ 99.1 145.3 197-.0 98.8 358.9 82.2 

Wisconsin / . 13.4 22.1 64.9 44.1 99.5 64.4 46.0 

Great -Lakes Region/U.s: 21.41 22.51 » * 24,11 ^ 24.31 



Source; Social Security Billetin. 
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Unfortunately, comprehensive and up-to-date information^ on fringe benefits 
by state and by occupation does not eKist, However, the Bureau of Labor 
Statistics has gathered certain data by metropolitan areas (Table 12); Based 
upon this IMted sample it wbuld appear that fringe benefits are mora liberal 
in the Gfmat Lakes region* . ^ ^ - ^ ^ 

Note that Muskegon ranks, at or near the top for all the^ benefits listed 
in the comparison. ^ ' 

Work Stoppa^^s. ' The Great Lakes Region, with '21-.6 percent oif total 1974 
/ • ■ ■ ■ ^ " ■ . ■ 

eraployinenc. had 28.5 percent of total national work stoppages, 25.6 percent of 

total wo^^k^s^ involved in work stoppages, and 28.7 percent of national days ^ 
idle due to- work stoppages (Table 13). 

Productivity. There are several double-edged swords which must be con- 
fronted in assessing productivity, especially given the paucity of meaningful, 
accurate data by which to measure it. At one level, there are large differences 
between the Clevelands and Detroits and the smaller "exurban" towns and outlying 
suburbs, i.e., the "newer" plants are more often located in the latter; many, 
of the older, obsolescent plants in the former. Similarly, there are large 
variations between states in the region, individual SMSA's ^1 thin the region, and 
among SMSA's within the same states. 

At the overall six state regional -^evel, value added 'per employee (Table 
14) would indicate that in all but three of the calculated Great^Lakes industry 
^^groups, Great Lakes industries were more productive than the national W?IgI7^'" 
The latter generally holds up in a sector-by-sector comparison with North- 
east productivity figures (Table 15). However, as productivity in Tables 14 ' 



f , 



TABLE 12. 



]=nuniber, m^n of distribution 
Z^percentage of workers covered 
3=or sick leave or both 
♦^average of Z99 SMSAs purveyed 
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TABLE 13 . 

WORK STOPPAGES, BY STATES! 1974 



1 ' 



.90 / 



Work Uox^Btm Daya idle 

State ' stoppages involvad during year 

: ^ * (1,000) (1,000) 



United States ^ 6,074 2,778 47,991 

breat Lakes ^ 1,732 712 \ 13,793 

Ohio 560 205 3,335 

Indiana 206 92 1,937 

illindia ^ 416 . 212 3,793 

Michigan 346 122 3;i31 

; ■ " . 

Wisconsin ' 117. 61 1,196 

Hinhasota 87 20 401 

- . ^ . ' i ^ ^ ^ 
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UJ. AND GREAT yy(ES VALUE PED PI ^m^^ ' , I .'^ 

BIHAJOR INDUSTRif GROUF- 1938-1972 
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. and 15 is Aeaaured in' tems of value added per ^loyee/feher than in terms 

of value added unit cost per ^ployee (the data for which are difficult 

#: to obtain and even more difficult to interpret),^ differences in unit costs 

pfiabor can overstate prcJiuctivity estimates* Value added is determined 

not only by the skill and productivity of the work force, but also by the amount 

' and efficient use of capital* Since value^ ^ded^ figures include wag^s paid, a 

' / ^ - * J, 

region with higher wage rates would autoffiatically have a high total value 

' added. Furthermore, the data on valu^ added in this section were derived from 

^sample surveys taken in each of the four years and are subject to some states- 

, tical error,"* Finally, economists do not generally agree on which value added 

measure is the most representative. > 

But one. way ofXinterpreting the Table 14 figures could be the fQllowingi as 

. labOT costs adjusted for cost of living 'are as much ks 10 percenCvhiglffer than the 

* ' national average, an off=lijie adjusment to the 1972 figures would force the pro- 

'ductivity figures down to' slightly below average U.S. productivity, 

' A slightly different way of looking at productivity is found in Table 16, 

which meaeuras productivity in terms of value added/payroll. In this case, the 

\ 

regional figure (East Nbrt Cei; ral estmate) falls slightly below the U,S, 
average, or in agreement wi^ .ne adjustment made to the Table 14 all-industry 

estimate! v ' * 'V 

A third way of looking at productivity is presentfd in Table 17, Note 
that on a production man-hour basis, four of the fl^ East North Central states 
are more productive than the nation. But when value added is measured as a 
function of wages, only Illinois comes out with a better than national average 
productivity. 

Still, the key. point to be made is that the "average," all-- industry situation 
hides many industry specific characteristics, over the region. There are pluses 

f 
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T^LE 16. ' - ^ : 

BY mGlpV, 1963-1972 



Region ' " 




Value Added/Payroll 
1963 


1972 


1963^72^ 


New Inglmnd 




1.73 


l,8l 




Middle Atlmntic 




1.78 


l.fO 


Q^a / W 


East North Centlral 




1.92 


1 99 








2,00 


2. 11 


5.50 


South At Ian t£G 




2.11 


2.15 


1.90 


East South Central 




2.23 


2.31 


3.47 , ■ 


West South Central 




2.36 


2.40 


•1.70 


Mo uric a In 


* 


2.03 




7.88 


PacifiQ 




1.82 


2.04 


12.09 


Nation ^ 




1 . 92 ,. 


2.03 


5.73 


Varianee 




0.051 


i 0.038 


—25.5 ' • 



Source: The Rand Corporation from data in the U.S. Cenius of Manufactures, 1963 
and 1972 J and U.S, Department of Commerce, 



Courtesy* Roger J,^ Vaughan and the Rand Corporation, "The Impact of Faderal Policial 
on Urban Development * " The Rand Corporation, June, 1977. 



ERIC 



94 



TABLE 17 



> VALUE ADDED BY MANUFACTURING 
per ]97i Production Man-Hour and per Dollar of Wages 



Value Added/ 

Production Man-Hour 



state 


Actual 


As of Mich" 


igan . Actui 


Ij, S. Average 


13 


;26 


89.8 


3. 


36 




14 


J7 


100.0 


2. 


89 


Ohio 


'14 


.42 


97.6 


3. 


12 


Indiana 


13 


.54 


91 .7 


3. 


04 


n 1 i nq i s 


14 


.S2 ^ ' 


98.3 


- 3. 


37 


Wisconsin 


. 13 


.10 


88 . 7 


-3. 


08 



Value Added/ 
Pol lars of Wages 



Actual As i of Mictiljan 
116.5 

100.0 \' 
108.0 ' 
.105.2 
.J 16:6 
/ 105. 6« ^ 



Coniputed by the Michigan Departnient of Commerce, Office of Economic Expansion 
from Annual P urvey •of Manufac tures,' 1971 • U.S. Census of Manufactures, 1972, 
Advance Report . 
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and minuses, AlsOy It must be kept in mind that many of the Individual Industipy' 
estimates for the region^ reflect labor working on old or obsolescent equipment, in 
which case it is difficult to compare their productivity with that of a Soutbweat 
laborer producing the same unit of output on brand new equipment. Indeed, it ia 

quite poaalble that Great Lakes' labor is very efficient in working with old 

^ ^ ■ ^ ' " ^ V " . 

equipment. Simimari^lng the available data and their range of possible interpreta- 
tione, productivity in the Great Lakes can, at best, be regarded as slightly 
below average* with more prrtlems in the older, industrial centers. 

f . 
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A REGIONS DEVELOPMENT STRATEteY 

■ . . ' ■ \ ■ 

Main Oblecttye 

The principal objective for any economic stimulation strategy in the Great 
Lakes Region is to ease the region's transition from an industrial to a post= 
Industrial ecoilomy. For as long into the future as it is practical to foresee^ 
tlie Great Lakes region will continue to serve as the major heavy manufacturing 
region of the United States, ^ * 

However^ continuing substitution of capita^for labor as the region's Industry 
modernizes, plus the slow growtK of^ f^nuf acturing employment nationally, confronts 
the region with a set of economic development challenges it did not face in the ^ 
pasti it must broaden and deepen the diversity of its economic base sufficiently- 
to generate enough new jobs^to absorb both displacements and th^ natural increase 
in the region's labor force and to provide Improving incomes as well. All six 
states have their own development programs addressed to some degree to this end. 
The question is: what, if anything, ' should or can they do together to accomplish 
these aims? 

Toward a Strategy 

An economic devalopmant strategy for the region should recognize realities 
concerning the major potential sources of job ^owth. ^\ 
1, Much of the new job growth In the region is most likely to come from 
the expansion of eKisting enterprise. The strategy, therefore, should 
focus first on retention and eKpan^sion of employment related to its 
existing job base* This calls for even-^handed , equitable, and pre- 
dictable tax policies and services rather than narrowly focused Incen^ 
tivef that favor only businesses moving into the region or a state,^ 



... . ' ^ -. A . ' -- 

2. The second largest source of j^ob growth is likely to continue to be the 
birth of new -enterprise* The strategy must seek to create within the 
region and the individual states, a climate highly hospitable toward 
new jstart^up Investraent with facilitated access to capital and ccunpeti- 
tlve over-^all costs for doing business. 
'- 3* The least^ significant source of me^ jol^ growth is likely to continue to 
be the Interstate migration of industry. The least relevant tools for 
economic devalopment, therefore ^ are incentives designed to encourage 

4 

the relocation from anotjier area of existing industry. 
4* Futuca^^growth in manufacturing employment in the region will* depend 

upon success in stimulat^g growth within the region of those sectors of 
manufactur^g^ that account for effiployment growth; 1*6.^ those "new" 
industries based on innovative, new technologies with developing markets 
and expanding work, forces* 
5* Such ind^trleSj together with the expanding sectors of non^manuf acturing 
are highly sensitive to "quality of life"^ factors in their locational . 
decisions. The states of the region should^ therefore, recognize that 
residential, recreational, environmental, and cultural amenities deserve 
an important place in an economic development, strategy* 
6. A Great Lakes economic strategy faces the added challenge of overcoming 
the legacy of problems inherited from the past that will impede economic 
development in the future. This legacy is most evident and complex ,in 
the region's older industrial urban areas that have been the center 
of m; h of the region's economic life, particularly in manuf acturing ^/ 

The Region's Major Common Problem--Cit ies in Transition 

7* In each of the Great Lakes states, there are urban centers confronting 



the spec ial problems of economic t ransi t igny in the face of ^changing 
economic conditions. Populated by a large percentage of the region's 



poor and unempioyed, the economic base of jthase centers is decentralizing 
while their costs cpntlnua to rise* The ecQnomic re--development of 
these cities that grew up around manufacturing and now must diversify is 
the most challenging coimon problem confronting the region, Revitali^atiion 
of these centers will require 4 two-pi^nged attack* (a) concerted . * 
economic re=development ; and (b) re-^structuring of government finance and 
services. These are discussed in Section V* - ' 

Shared Problems for Cooperative Action • 

8* L®waring the costs of doing. business-^Whlle most of the region does not 
'rank high In state and local taxeSs there are specific state and^local 
" taK issues that require attention because of their -consequences for 

economic development* Wortaen's Compensation Costs appear contribute 
to high labor costs in several states of the region* Nationalization 
of this program may warrant serious consideration* 
9* Labor-Management^Government Cooperation—The interviews conducted for 
this study brought^out feelings on the part of businessmen that l^bor 
and goverfiment does not understand their problems in doing business in 
this j^egion. The interviews also uncovered a strong desire on the 
part of government leaders, businessmen and lab9r officials; to cooperate 

i 

" In addressing the common problems of the region^ 

* *^ 
10* Education — One of the major needs of the region is to assure that 6^ 

people entering the labor force have the skills needed to successfully 

compete in the work place. While qne of the^major locational assets of 

the reglpn is its cone en-t rat ion of outstanding public and pr Ivate 

universit ies^ the evidenca is mounting that the publ^ school system is 

turning out increasing numbers of students who are poorly s^uipped to work, 

Vop^tional schools need to be reoriented to skill needs of area 



vop^ 
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11^ Capital for Business Development—Capital fldws In national and inter- i 
naf^ional markets, but a substantial part of the nation's invastable 
wealth is controlled by institutions in this region. If the inyeatment 
climate of the region ware made more competitive with oppbrtunltles 
elsawheres more of this financial, capital could be retained in the Great 
Lakes area* ^ ^ 

12, Energy—Uncertainty over energy supply is one of the greatest factors 
inhibiting expansion of industry in the region. Cooperative research is f 
required to undergird state and federal policies designed to ensure 
adequate and dependable supplies of energy at a reasonable cost for 
industrial, commercial and residential uses* 

13, Transportation — ^Unifced regional action is needed to bring modernization 
of the region's rail network and improved navigational possibilities on 
the Great Lakes, Mississippi , and Ohio River systems. 

14, Wat'er—Overallj^ater is one of the region's competitive assets which 
may alter locational advantages in the region's favor once again in one 
or two/^cades. Attention 1^ needed to solve the problems of those areas 

^ where water shortages or water quality prob^lems inhibit dev.elbpii^ent * 

15, Agrlculture^^The region has a basic Interest in bringing about federal 
policies that provide improved certainty in production and prices for 
agricultural products. Steps should also be taken to protect the region's 
scOTce/^gricultural lands and to ease the ability of farmers to transfer 
their family operations from one generation to another, 

16, Federal Expenditures Policy^-The region's problem with Fedetal expendi- 
ture policy is not that the region pays in more and receives 4ess back 
than some other regions, but rather that past grant programs, contract 
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deciaions, and facility location decisions were not made in light of 
this region's changing economy- The region's Membars of Congress j state 
legislators 5 governors, and others in a position to influence major 
federal policy decisions, need better information on the region's 
needs and the potential impacts of Federal policy decisions in order 
to ensure improved targeting on the region's needs in the future. 

Joint Action 

The hundreds of interviews with business, labor, and civic leaders con^ 

ducted for this study revealed that actions were being taken without adequate 

understanding of their impart on development, or that business or labor were 

acting in ways that were not in the region's or their own long-run ' best interests. 

Some mechanism is needed to bring these parties together to discuss their commdn 

^problems* This could be c^ne on a state-by^state basis, but most of the problems 

i 

to be dealt with are common to all the states* A joint undertaking by all of the 
states would be much more likely to attract the high levels of interest required 
and to generate the cooperative attit:udes needed for problem solution. This 
could take many forms, from a series of key leaders in a discussion forum to a 
six-state development conimission with representacives from business , . state 
government, local government, labor, civic, and minority leaders* Specific 
organizational options are discussed in Section VII. 

Regional Poll c y An alyn is 

The actions of federaL, state, and local governments are a major influence 
o n the d e V e 1 o pm en t: of the r g L (u i . L n the v l e w o f rna n y of t ho s c i n t e r v i e w u d , 
Congressmen, gcn^ernurH, Htate legislators, and local officials often must make 
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or vote upon policy wlthouc adequaCe information about potential impact on the 
developmant of the region* 

What will be the impact of increasing St. Lawrence Seaway tools on th^ 
steel industry? ^ 

How will changes in environmental standards influence employTnent? * 

What__:are the region-s needs with respect to problems addressed by the ./ 
Conmiunity Development Block Grant Program, or new economic development legislation? 

Will they be^ adequately weighted in the formulas to be used in the legislation? 

Frequently^ there is no single, scientific answer to such questions, but the 
policy-making process could be Im.proved by informed debate based upon careful 
analysis of the implications og^any decision for the well-bf-ing of the region* 

Fortunately, the region is rich in technical resources for undertaking such 
policy analysis. It has an extensive network of public and private college and 
university systems and research organizations. While there is no one organization 
with comprehensive policy analysis capabilities across all f ields^-^f rom agriculture^ 
to transportation, to urban economic some of the top researchers in the nation 
are scattered throughoul i lie region's institutions. No single state has all 
or even most of them.. These resources need to be marshalled in the region *s 
interest to examine present and proposed public policies and to provide an assess- 
ment of their potential impacts^ not only to the policymakers themselves, but 
also to a 1 I parties of interest. Such a center has been established to service 
the Congressional delegations — the Northeast-Midwest Institute^ But similar 
services are rec|uired by states and local policy-makers as well. 
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V. 

TOWARD AN URBAN DEVELOPMENT STRATEGY 

V for " 

CITIES IN TR~ANSITION 



As already pointed out in this survey, a majority of the 58 matropolitan areas 
in the .Great Lakes states grew up economictall)^ in the decades just prior to or just - 
follnwing the turn of the century when the jiat ion's heavy manufacturing base was 
developing rapidly. At that stage in our national development, most manufacturing 
employment was ■perforce located in cities and towns close to where workers lived, ' 
Because of their strategic locat^n close to the nation's markets,., clos.e to the 
resources required fc^r production, and athwart the country^s major arteries of. 
commerce, ^' the cities of the Great Lakes region became the .leading centers of, heavy 
m.anuf ac tur ing in the United States. Many grew to rank among the major metrdpolises 
of the nation on the strength of their preeminent role 'as centers of such manufacturin 

Impact of Manufacturing Shifts on C ;reat Lakes Cities . ^ 

Fur the foreseeable future, the Cireat Lakes region is likely to continue to 
serve as the natiun*s leading maker i)t durable goods. However, two changes in the 
characteristics of- the regi(ni's tradftional manufacturing industries plus several 
other national shifts in the Lcu:ation of population and economic activity, have 
profound imp i icat ions (or ihv. future of .man y of the region's urban areas and manu^ 
facturing towns: , 

1, Tht' locational requirements for major new installations in the region's 
'traditional industrit^s no longer tavor centrai cities nor even urban areas; and 

2, ProtlucLion eni^oymont in many of tht^ region's traditional industries is 
likely to either d^uMinLs stall ill. us or grow very slowly as capital is substituted 
tor labor in the prtuu^ss o( modernising plants, 

The rugion I ^i MLiractiin; rui 1 v a vt^rv small^ sliaro iif those sectors of iiKuuifac-- 
Luring that ai-o iMpidlv ,'Kpan.Min'. ^ iiip ! ovuu-ii t , i.v., the ao-ra I h.'d LnnovaLivt^, Ut-^. 
t tM'linn I ogy inclust r i o)^ . 



Since most of the cities of the Great Lakes region contain large concentra- 
tions of Americans for whom production jobs are the most desirable employrnent 
alternative and these Jobs are expanding at a slow rafa nationally as well as 
regionally, the human consequences of these shifts are already obvious. 
* These same Shifts also threaten the fiscal health of many municipalities that 

have historically relied upon manufacturing as 'a mainstay in their economic base. 
They are reinforced by the suburbanization (and ex=urbanizat ion) of middle and upper 
income groups and the de=centralizat ion of retailing and other white collar jobs 
out of the central cities — a national trend well^^over five^decades old that affects 
all urban areas in "the country above a certain size whether specialized in manufac-- 
turing or not* Most of the region ^s older, cities lost their ability decades ago 
to "capture" the benefits of such growth through annexation because they have long 
since been surrounded by separately incorporated municipalities* 
Short and Long Teym Challenges 

- The challe.hge^.- in the immediate term is to enable thase older cities to meet 
the needs of their citizens and re-develop even in the face of a deteriorating tax 
base and escalating costs of services. 

r 

The long- term challenge is to bring about a re=s true ting of the urban economy 

so' that it can support a population with rising incomes and an improving quality of 

' ■■ ■ 

iife^ 

To bring about such . a. traxisition effectively with as little human travail as 
possible is a major chalJenge to the creativity of the region's public and private 
leadership. It requires that the prospective employment base tliat can underpin each 
of these urban economies In the future be defined. Wiiile tiiese new urban economies 
w i L 1 n u c u s s a r i 1 y r e 1 y mu c h . 1 e s s h e a\/ i 1 y u p u n iuan u f a c t u r in g as a s o u r c e o f emp 1 o y man t ^ 
it s eems qu i t e 1 1 ke I y that they will b e i n s u f f i c i en L t o : 

1. Support the magnitude of populaLLon thaL some of these metropol itan areas 
know now or knew in the past; aiul 

2. Absorb die inany yoiuigj pc)(^rly r rained unemplnyed cMirrently reHiding in tlie 
cetitraL cities. 
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Elements of an Urban Stra-tegy ^' ' 

Thus, a Great La-kus urban stratogy will have to ccmsist cif'a number of care^ 
fully coordinatad elements j aome of signtftcance in the near-term, others addressed to 
long--term economic devfe^lopmen t objectives* Because each will require .ntensive 
cooperation between the public and private sectors and will depend upc jffBctive 
integration of efforts between local, 'state, and federal governments, cities and 
metropolitan areas will have to organize both public and private leadership for 
effective, coord ina ted ^ac t ion . ' . 

Urban strategies will have to include: 

1. ^ Physical and economic redevelopment components designed tc _:reate a 
physical environment conducive to new firm formation in the city and to provide the 
incentives, space (and land), services^ and quality of operating environment required 
to attract and retain potential residential, non=manuf ac tur ing , and specialized 
high-^employment growth manufacturing refuses appropriate to central city loca= 

tions in the future,; 

2. A labor market component designed not only to train or restrain the 
employed or under-employed for available jobs in the metropolitan area (together 
with transportation to those Jobs), but to provide affirmative assistance also to 
those choosing to move to jobs Located elsewhere outside the local labor market. 

J. S.u'.iaL and neighborhood components aimed at correcting the social disin-^ 

centives and impediments to economic revitalization, i.e., declining schools, high 

crime rates, and chronic weirare problems while improving neighborhood housing 

and living conditions- enabling workers to live anywhere of their own choosing 

in the metropolitan aren^ and diversifying the mix of income groups residing in 

t h e city it s e I f The central area s mi ^ b ec ome c ompe t i t i ve with suburbs by offering 

a unique residential environment. No city can long survive solely as a reservation 
I 

For the poor. A d ivers i f led residential/ base is essential to both the restora^ 
t U)n ot' a stablt> liiK bane and t :u' rt"=th'Vt* 1 t'pnu.'nt o\ Ihi' t.'c = «MU)iiU(^ basc^ in the 
central areas. ^ 
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4. A f iscal^cujmpond^t--"dey Ignad to assis| tliese cities in cranBitlon to 'meet 
ChG needs of their iniiabitants in t\m facf^ .of tax base deterioration whilfe they 
shift toward a more viable economic baac. Wliile intergovernmental fiscal transfers 

- ' - ' V • 

from federal an^ s tat e government ho t t er the ^only immediate device for accomplishing < 
til is aid, Long=term soLutlons will depend upon a fifth element: 

I 

5. (governmental re-structuring. The structure^ functions, and financing of 
local governments in Ebese older urban areas no longer-^atch^^ the social and economic . 
reaiities that exist. States will confront; the urgent necessity tor 1( /al government 
streamlining and reform in these areas in the decade ahead. It is likely that the 

growing economic problems of these areas will com.pel such reforms despite longstanding 

- - - " \, - 

political upposition, for tlie" suburban areas must come to recognise their common 
interest witif the city in economic revitalization. 

\ 

K e^ ic3ii aj_ _Coo£eratLon in Influencing^ F e d e r a^l Po licy i 



' Obviuusly, the stote, county, and municipal governm.ents of the region are 
unlLkely to sacceed in carrying out such urban re=development unless Federal policies 
and programs are designed and carried out to support them. 

To the eKtent- that the Federal "g"overhment is. unsubcessful in restoring economic 
growth rates in U^vels high enough to generate employment opportunities for a rapidly 
growing labor force, the older cities of the region will continue as centers of high 
unem|) 1 oyment while their fiscal capacity to meet the needs ofStheir population 
declines. ^ 

To ^hfe.' cKt ent that many Federal policies are "tilted" against the modernizat ion ^ 
renovntinn, rehabilitation and re-use of existing urban facilities, %he state and 
u f ba n go v e r nmen t s o f t h r.e g i c ^ n w ill h e i ma b 1 e t o c on t r a vene their effects. l"o t h e 

eKttaiL Lhat Federal programs aru addressed principally to shprt-term, ameliorative, 

/ _ a 

ecMinter-cycl Lua 1 objijctLvus r /it her than the long-term resoliltLon of structural , 

x 

uniplovmont and etMuinniic d I'vu 1 oprnenL pruhlems, state .and urban governments in the ^ 
rt"v;UH! will la.'k t.iu- r t-...'u r.' - : no^'d Ln nuuniL ' ^u'M' t/ss 1 u 1 ui-han rt:dcvtl opmenr , 
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Organizing for Urban Action ' , 
In organizing for ac tion , 'therefore , there appear to be liour prerequisites 
for successf ully handling the economic transition of these urban areas: 

.J 

1. The states and their urban governments should cooperate regionally in 
pressing for supportive federal policies and programs. This can be accomplished 
raost effectively, through cooperation with the region's coalitions in Cbngress, 

2. Suburbs and cities in the region must come to recognize their common stakes 
in economic revitalization and unite in coiranon efforts to cope with the employment 
and fiscal implications of these structural changes taking place in the region "S 
urban economies; '• v 

3. Public efforts in each urban area must be intimately linked with private 
planning and conmitments in a focused effort to bring about |p revitalized economic 
base;' and 

4* Coherent 5 closely coordinated and sensi t ive " ac t ion must be provided by the 
state and federal governments to enable each urban area to deal with its own special 
problems and potential in its o\m way. • ^ 

Regional Urban Needs and the Federal Government 

The' Great Lakes states should urge the Federal government to: - 

m Establish a mechanism by means of which federal actions in the region can 
be coordinatbd and integrated with efforts to re^build urban economies; 

• Establish a means to continually evaluate and monitor the impact of federal 
programs and policies \in the region and its urban areas; 

• Alter progranV criteria to permit lull use of federal assistance to modernize 
. or renovate facilities gather than to favor new construction; 

• Provide assistance programs m.oro clearly targeted on the needs of older,- 
urban areas. 

Mu n i^ i pal Government and Ecoi^^mic Developme nt 

i 

IJnt i 1 recently 5 few mun ic ipa I itics assumGd that economic development was a 
algnificant or nGccssary concfrn of c-ity government. Under the pressure of events, 



ERIC 



that circumstance is changing' rapidly and some cities and Tnetropolltan areas are 
developing highly sophisticated tools and inechanisms to promote their economic 
ra-development 5 nearly always involving j olnt public and private planning . 

Every raetropolitan area and industrial city in the Great Lakes region should 
establishj as a perTnanent agency of local or regional government, an econoinic 
development agency and the states of the region should undertake to provide a full 
grant of authority and tools to these agencies through state legislation. Ideally, 
such agencies should be metropolitan-wide in order to incorporate the entire local 
labor market, 

Such area^wide development ' agencies should be enabled to develop economic 
strategies for their areas based upon identified new potentials for re-development; 
stabilization and retention of the existing economic base; elimination of major 
impeSiniients to re-development; and correction of labor market deficiencies. 

The agencies should be able to serve as vehicles for joint public-private 

planning, land acquisition , ^ development , and the co-ventUring or joint venturing of 

pro J acts - . , 

^ the agencies should be equipped withi 

m The ability to simplify local decislon^making on economic development 
projects^ 

• The ability to hold or assemble land; 

m The ability to provide long- term, low=cost mortgage financing; 
a The ability to engage in risk^sharing through co^venturing ; 

• The abil ' to provide fiscal financial incentives such as tax 
abatemenL :t exchange for desirable development; 

m The ability to obtain cooperative services and capital iraprovements in 
conjunction with development projects; 

• The ability to coordinate economic development with housing improvement. 
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state Actions 

Nearly all these powers require state e4iabling legislatian. Such lagislation 
should be aGCompanied at tha state lavel by? 

• A state davelopTnent agartcy...-^r cabinet capabln of bringing the full resources 
of state governinent to ba^ir on major local projects; 

• A one-'Stop point of contact for local govarninent and private invastors and 
developers on economic development mattars; 

• A balanced businass tax structura that encourages business retention and 
^ modarniEation as much as it favors tha attraction of new firms; 

• A set of state banking and financial regulations that favors rather than 
deters access to investinent capital; ^ > 

• A set of state incentives, guarantees , subsidies, and low-^interest loans 

that feinforces and complements the powers provided to tha local agencies . 

Physical and Economic Davelopment Component 
While p(^ptila£ion and employment decline in the core urban areas is cartainly 
perceived as a problem, the physical and economic development component ^f an urban 
strategy must be designed so as to take advantage of' population loss as an opportunity^ 
to re-structure ' the city physically and economically. 

Neighborhoods and enterprises that are still viable and not yet in conditions 
of advanced abandonment or decline must be protected ^ reinforced, and assisted. But 
areas and facilities already abandoned should be prepared for conversion to totally 
new uses appropriate to the future economic and social role they might play in a ^ 
post^indus trial economy. Because so many manufacturing cities in the Great Lakes 
region grew very rapidly during their early development , a much smaller percentage 
of the housing-stock now being abandoned is attractive to rehabilitation or renovation. 
The only viable ait amative appears to be replacement of these abandone^d properties 
slowly drifting into public oxmership with totally new uses^-commercial , residential, 
industrial, recreational o r c u 1 1 u r a 1 . 
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Land Assembly and Land Banking 

The interviews conducted in che major cities of the region found a pervasive 
concern over the growing amount of either abandoned property oV property not currently 
being used for any residential ^ commarcial* or indi^ trial purposes. Present prices 
for such land remain high. Usually it is in scattered plots, with insufficient acreage 
in any one place for large--scale cominercialj industrial, or residential development. 

Sev^al steps appear to be in order to atcelerate the re=cyclying of land in the 
cities to new uses; f-, 



;■ 



1. The states and municipalities should adopt legislation expediting th^ process 



by means of whicli tax^delinquent properties pass into public ownership. T%e process 



is needlessly protracted in most states at the present time . 

2. The states should adopt legislation permitting land 'banking,^ including the 
use of eminent domain, in areas candidate for convergion to new uses* 

3. The states of the region might urge enactment of special federal guarantees 
and loans for the purposes of assembling and holding land for development in central 
urban afeas. This could include recommendations for strengthening the "new town-in 
town provisions contained in existing federal urban development 'legislation, 

4/. A comprehensive study of state land use laws and incentives for facilitating 
land assembly should be carried out. The stu'dy should include two major elements: 

(a) Incentives encouraging private land assembly such--as tax incentives, 
zoning ^techniques and principles, direct loan program.^, special pro- 
cedures to quit titles, and safeguards against the abuse of incentives. 
An examination of experiences under Ohio's Chapter 1728 would be 

..^ particularly instructive. 
^ \ 

(b) Public land banking. Here^ the study should concern itself with the 
defiiiition of -'public purpose" financing mechanisms, less^than-f ee 
acquisitions, the use of .tax delinquency proceedings ,^ and operating 
prin^^iples and safeguards. Major problems lie in the administration 
of a l-nTTd 'banking program. Techniques of acquisition usually involve 

a numbe-? of ngencies in both the city and county—the tax collector, the 
sheriff, the county attorney, the zoning administrator, and the renex^ral 
agency. All of LheHu must be coordinated, perhapH through a spGcial land 
^ banking agency or a development corporation with broader responsibilities. 
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n^vBlopment and Re-development ^ 

Appropriate new uses for specific sites wiJlj of course, v.a*ry from city to city, 

In some instances, new uses for the inmiediate 'future may not'' be ascertainable. In 

such cases J assembled sites might be held in interim uses such as parks, Every care 

should be exercised to avoid maintaining assembled tracts as empty '^pace with no 

public use. This will only drive conditions down further in surrounding areas. 

A wide range of tools can be m_ade available under state legislation to assist 

■ 

in the development of new industrial, coTranercial ^ and residential development. 

.Efforts should be concentrated upon attracting newly developing sectors of 
manufacturing based on newer technologies /that still have expanding amployment 



^ requirements. Such firm^s are of a size for which urban locations can still be com_- 
petitive and their employment needs are expanding rather than contracting. 

Where practicable, commercial projects should be emphasized that "export" j 
services out of the city. This has the advantage of reinforcing the economic base 
of the city and will yield highel' multipliers in "spin-off" employment than local-- 
serving commercial projects.. 

The success of /development and re^^development will depend upon the up-grading 
' of the city from /simply serving as a workplace into a more diversified environment - 
for residential use as well as work. 

. Residential projects that help diversify the mix of income groups and strengthen 

^ ■ """" . ^ ■ . ^ V 

the tax base also deserve high priority. There are nascent trends among childless 

households to move closer to the central administrative districts, l^iile it will be 

necessary to guard against displacements of lpw--income residents as such trends 
accelerate, this development should be capitalized upon. 

A four til land conversion and re-use priority, therefore, is the development j 

\ of recreational, cultural, and /icsthetic amenities that resurrect a city's ability 

to compete as a place in which to live. This possibility Is treated mure extensively 



later, , 
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Obviously, the physical and economic re-structuring of these older urban areas 
will require major improvements in capital faailitie^ and municipal services. Clearly, 
deterioration in the tax base prevents Che use of large amounts of local public funds 
•for these purposes, but with changes in federal funding formulae , many of the Great 
Lakes cities will be receiving large amounts of counters-cyclical and urban devalopment 
funds. These should be used to upgrade the facilities and services most likely to be 
key to economic revitalization* Present evidence indicates that few cities are 
effectively using these funds for that purpose. Yet long-term soluCidns to the' pro- 
blems of transition depend upon doing so, Cooperative public-private planning in 
each- urban area to make maximum effective .use of this assistance is vital. 

Effective use of revenue^ bonds ^ mortgage guarantees and mortgage insurance, 
direqt loans ^ and tax incentives will Be essential in enabling private firms to locate 
in these central areas. Already, there is ample evidence that older, abandoned 
structures can be converted effectively to hew uses, Several states already provide 
incentives to promote modernization of industrial and connnercial facilities. These 
^should be supplemented with similar incentives to facilitate conversion and rehablli-- 
taCion. * 

' ... 



. ' . A LABOR MARKET COWONENT 

V ■ 

The Urban Job Mismatch 

The principal challenge confronting the region in devising a labor market 
strategy for it's industrial urban areas is the growing mismatch between the 
location of regional employ^nt growth and the location of the urban unemployed 
and those displaced by manufacturing shut downs or modernization. 

Although the central cities and older suburbs serve as home to moet of 
the poor and unemployed in the region ^ most of the new manufacturing jobs are 
locating on the periphery of the region's metropolitan areas or in rural 
counties outside of any effective commuting range for central city populations. 
A new automobile plant recently announced for the Cincinnati areaj for instance , 
is 25 miles from the city; another^ soon to be ^ constructed in central OhiOj is ^ 
in a small non--metropolitan cu-iranunity nearly 30 miles from central Columbus* 

Meanwhile, steel production facilities in central Youngs town and rubber \^ 
products production in central. Akron are being phased down. These losses in ( 
the central 'areas are reinforced by the long-standing and continuing suburbaniza- 
tion of reta^, and office employment all too often aggravated by the decentraliza-^ 
tion of educational, cultural ^ recreational, and government facilities as well' — 
i*e*5 locatTon of convention facilities, stadiums , government of flees , museums ^ 
etc* in outlying areas* Such jobs aa still do remain in the central areas are 
by no means held by central city residents* Nearly 73 percent of those who 
worked in the City of Clevelaftd in ^970 were not residents of the city, but 
connnuters; for Detroit 54,4 percent; for Chicago 43*1 percent, 

^The result is inevitable—isolation of many of the region's (lentral city 
unemployed from whatever new employment opportunities are developing in the 



region.; 



ERIC 



9„ 1-1^ f 



For reasonH stit Corth oarlier in the analysis ^ it appears unlikely that 
largG=-scale traditional manuf actXiring will lociate in these central areas... 
They are uncompetit itve in terms of space and other, costs with other sites in 
less congested locations. While it is possible to reBevelop the central cities 
for new economic uses, these new^uses rnay, in many cases ^ not match up with 
the employment needs of the central city unemployed or underemployed* 

While there is some possibility of "bringing jobs to people" in the central 
cities^ it appears, unrealistic to expect that j.obs^ can be attracted in the nurabers- 
necessary to meet -all the employment needs of those currently residing there* 

It should be no surprise, therefore, that a movement counter to the rural- 
to=urhan population inflow we have known in past decades is now setting in and 
that, in every section of the United States, there is an outflow from the city 
to the suburbs and into ndn^metropolitan counties beyond as the location of 
Job opportunity has shifted under the irapact of modern transportation and 
comniunicat ions * 

However, it may ptpvt2 more difficult for the poor and those displaced by 
ciianges in ^Manufacturing to move'from cities to smaller communities, suburbs, 
and rural areas in tjie coming years than it was for those who were unemployed or 
displaced by clianges in agriculture and raining in the past to move to the cities 
in search of opportunity* The cities absorbed this inflow through the "trickle 
down" of housing from iT\iddle and upper income houseliolds to lower income house = 
liolds. In smaller conimunitiieH- where housing facilitieB and services are more 
scarce and in=migrants more visible, such a proceBs does not occur and in=mo^ement 
LH rue^istud through racial discrimination, 

Iwon if movement of unemployed minurlties oiiij of the city did not face '^uch 

■ , k 

1 iiipr'd iiih^i t s , tiu' iwilicMrM oniUUMiiii- j^rnwLu raf.o i s Sl usu 11 i.cM on L to prtwitk* iobs; 
•itM' A LoboL {orot= rM_wdi\' t ■:.pa!ul i u;^ luulvT Llio iiirhi.. uf (.tu.» so-calUui "war haljios" 



generation and increasad participation by women In the workplace. Nor is it a solution 
to tha problams of the soeially^alienated , hard core unemployed youth who have 
taken theaaalves out of the regular labor market and fallen back on welfare and crime 
to sustaijpt thaiDselves, 
Laboy Mar ke t Strategy 
Federal Employment Policy" 

1. The success of any labor market strategy for the Industrial urban areas 
of the Great Lakes will depend first and foremost then upon restoration of a national 
economic growth rate high enough to enable workers to exercise freedom of choice 
in searching for and moving to jobs* 
Opening up the Suburbs — 

^ -2* Suburbs and cities will be forced^ of economic necessltyj to cooperate in 
opening up suburban housing and jobs to those central city residants seeking work 
^n the metropolitan, area. Open housing and metropolitan-wide allocation plans for 
low and moderate income housing appear to be imperative. 
Urban Transportation^^ 

3» Urban transit systems, with subs tantial federal operating subsidy^ must be 
re-orientated' from servicing solaly the suburb-to^city commuter (who is using the 
system at declining rates) to the reverse city-to-suburb or cross-metropolitan 
commuter (whose employment prospects depend upon public transit out of rather than 
into the city). ' Servicing widely dispersed suburban employment locations will 
require use of new, smaller scale transit units on flexible routes — modified 
taxi systems. 

Vocational and Technical Training^-" 

4. Affirmative training and placement programs for the unemployed must 
be matched up with whatever newly developing job opportunities may exist within 
the tirban labor market. This can only be done through close coordination and 
planning with Gmployers. Vocaticnial and technical training scliools should be 
operated as a key component of an affirmative labor market strategy. In many 
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states In the reflon, vocational and tecfinlcal education systans are operated 
purely as educational systemi with little direct sensitivity or relevance to labor 
market requirements. The approaches used In such southern states as South Carolina 
should be closely studied and considered for adoption In the Great Lakes region. 

Federal Comprehensive Education and Training Act funds (together with other 
manpower and youth employment funds) should be combined into a carefully targeted 
program for dealing with structural unemployment in the central cities. The 
states should urge amendments to the regulationa and legislation behind these 
programs that will modify them from counter=cyclical programs providing temporary 
employment into programs operated in cooperation with private employers to meet 
long-term employment needs. 
Mobility Assistafice^- 

5, The Great Lakes states should seriously consider urging the federal 
government to provide moving costs to trainees wishing to relocate to jobs outside 
of their local labor market. Such relocation is in the long-range best interests 
of both the worker and the jurisdiction. Such payments are regularly made to 
workers by other advanced industrial nations* To date, the United States has not 
done so except on a demonstration or eKperimantal basis » 
Public Service Jobs and Rebuilding the Cities™ 

6* In the short-term, it will prove essential to put unemployed urban youth 
to work on public service jobs. These jobs should be directly related to improving 
central city capabilities to support economic redevelopment, l*e,, improvements 
to streets, utilities, parks, living environment neighborhood attract iveness * 
Such work should be affirmatively combined with out--of --school efforts to eliminate 
functional illiteracy among out=of-work youth and to equip them with both a work 
ethic and fundamental working skills* 
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Subsidizing Private ^ployment— 

7. For out-of-work youtK capable of going on to private employment, there 
arg ample uncQTOltted federal youth employment funds to support cooperajtive employ^ 
mtnt programs with private employers* Under these programs,, private employers can 
receive a subsidy to hire such workers at or above the minimum wage with the objec- 
tive of moving them eventually Into mainstream employment. 

The Displaced, iiature Worker-^ 

8, The displaced, skilled, mature manufacturing worker has far different 
needs j however* Such workers, with substantial equity in their homes and out of 
work solely because of plant modernization » relocation, or shut down, are able and 
willing to work, but unable to find work appropriate to their skills locally. To 
meet these problems, the Great Lakes states should seriously consider establishment 
of regional employment information and forecasting services operated In cooperation 
with the Employment Services. At the time displacements occur, such a regional 
Job information bank could work closely with thatee mature workers in identifying 
job prospects nearby or elsewhere that are reasonably appropriate to their skills* 
Retraining and mobility aesistance will also prove necessary In many cases. Such 

a program could be operated in cooperation^with the labor movement* 



' SOCIAL AND NEIGHBORHOOD COMPONENT ' 

A. , Certainly two q| the major social impediments to re-dey«lopraent of the certtral 
city economic base is the wida^spread perception, not always accurate, that street 
crime is rampant, and schools ape bad* . ' ' 

Clearly both problems are directly related to the soclaL and ecdnomic deteri- 
oration of the central cities over the last several decades. 
Street Crime \ 

Street crime in the cities is in part the result of joblessness^ in part related 
to the breakdown^f family life among welfare families, in part related to thq^dis- 
proportionately high number of youth in the war babies generation, and in part the 
result of urban social breakdown and alienation, and in part the result of the 
disappearance of vital economic and social activity from city streets. As many 
urban critics have pointed out, structures and social patterns that create unwatchedj 
vacant streets are an open invitation to crime. 

More police cars and radios — even more stringent punitive meakures in the 
criminal Justice system — do not resolve these underlying urban problems that are 
the cause of crime and social alienation. Certainly, restoration of the "cop on 
the beat" can help creata a more closely watched street and a law enforcement 
bureau more sensitive *to neighborhood problems, but municipal budgets are not 
likely to be sufficient to permit this approach itself to present a total solution. 
The long-term answer to crime In the city is to restore the'sensfr of community 
and social and economic vitality In urban neighborho ods. 

Coup^pl with long-term economic re=development , therefore, it would appear 
to be wise to support ne Lghborhood=based programs to com.bat street 8rime and 
forestall violence in the schools. In all but those neighborhoods in the most 
advancGd state of abandonment, there are parents and other adults determined to 
improve the public sar>ty, [n no sense an *'undt*rr 1 asH" , they proudly aspire to 
improve life for their children and grandchildren. 
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A • Neighbdrhoad street crime is not high In many older city neighborhoods 

particularly ethnic areas and areas with a lilgh level of civic pride. The key to 

.1 ^ ■ ' >-=* - . \ " 

* r " ■ ' • ^ ■ ; * » 

controlilng street cr^me and vandalism is neighborhood pride and the social pressure 

of peers. ■ . ^ 

In many eltlfes, experiments have already begun with "cltlEen watch" and 

"citizen patrol" programs on neighborhood streets. Similar approaches, using 

# 

the talents of concerned parents in the neighborhood , can be mounted in school 
yards' and* hallways*. 

Urban gchools * * * 

In parallel with such efforts to reduce the levels of crime and violence, 
the states*, in cortcert with the federal government , should undertake a major effort 
to upgrade the quality of urban schools. It is too much to expect the presently 
beleaguered teachers and administrators in these schools to be atile to reverse 
conditions that reflect urban social deterioration in general* 

While there can be no single set of prescriptions applicable to all cicy 
^school situations, it is clear chat the "ghettolzation" of schools simply rein^ 
forces the social alienation and decline of the city environment in general. Many 
gifted central city youngsters can be assisted through establishment of magnet 
schools tailored to their own interests and more accelerated pace while regular 
schools must more accurately reflect the social mix and makeup of American 
society in general* 

While funds alone will not necessarily lead to enrichment and improvements, 
they are a necessary p it Ion for improvement. €tates in the region must 

ensure that urban school systems are not allowed to degenerate because of 
. eKcessive reliance on d.n lining revenues from local property taxes* State-wide 
equity in the financing of school systems is imperative. In many cases, simple 
equity will not guarantee the extra resources needed to reverse conditions In the 
urban Bchools. Augmentation with HpecMal state and federal assistance will 
undo uh t ed I y p r o v e essential. * 
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For many urban youth, staying in school will depend upon a clear demonstr^^ 

Cion chat there is a connection betwaen their education and getting a Job. 

* . 'i 

VoGational education must be much more directly tied to labor market demand 
in local and national job markets. More' direct involvement of employers in 
curriculum. design and technical training appears clearly indicated. 

In the Harly 1980's,'lt Is qoite probabla that the region will begin to 
detect declining rates of street crime, school violence, and pressures on the 
schools as the ^ar baby generation moves into the adult labor force ^ there are fewer 
teen-agers in the population, and school 'enrollments drop, 
Nei£hborhood Re=Structuring 

If the young unemployed can be made' more mobile through training, open housing 
opportunities in the suburbs, and employment opportunities nation^'Wide, it is quite 
probable thaf an economic and social re^structuring of the central areas can occur. 
Indeed, some signs of such re-structuring are already underway .in some older city 
neighborhoods, j . 

In many of the nation's older cities where in-migration of rural poor has 
ceased, the number of middle and upper income neighborhoods close to the central 
business district has begun to increase, 

A comb inac ion of high prices for new housing in the suburbs, frustrations 
over cbmrnutlng, and changing social customs and tastes has led Co a substantial 
number of renovation and rehabilitation efforts in older city neighborhoods, parti^ 
cularly in those offering a unique Gnvironment, 

Most such ranovacions are undartaken by young singles, childless households, 
and so-called "empty nesters". Properly nurtured, these trends can lead to a 
more diversified residential tax base in the central cities and the more attrac= 
tive living Gnvironment they engandcr can in turn lead to regGnGratlon of the economiG 
base. 



It is sssentials however, that such efforts to diversify the city's residential 
mix not lead to the Inhumane displacements of low income families and individuals 
. " characteristic of urban renewal in the*L950'a and 1960's, A proper combination of 
state and federal housing allowances for low Income persons in such ar^s can help 
obviate that possibility, ^ v ' 

The Neighborhood Rousing Services Program of the Federal Home Loan Bank 
' Board, working in cooperation with cities and private lenders in the Great Lakes 
I region, la already demonstrating the utility of this sort of ^balanced a'pproach to 

i 

urban neighborhood renewal. 

Such a residential strategy when combined with an economic development strategy 
provides the basis for a long-term approach to the re-structuring of urban economies 
in the Great Lakes region. 

In the meantime, short-term approaches to provide youth employment > improve 
schools, and reduce dangers to the public safety are essential to enable these' 
long-term processes to get underway. 

Two other components are necessary in an urban redevelopment strategy, however, 
to enable the foregoing to occur: 

There must be a state and federal component to assist these cities make their 
economic transition over the near term;* and 

• t 

There must be some fundamental re-^structur ing of local government in urban 
areas If they are to be viable economic and social entities over the long term. 




NEAR-TERM FISCAL STMTEGY 

Bacause of the accelerated Jlscal decline in ©any of the nation's older cities, 
it has been necessary for the national government to dramatically increase the flow 
of federal funds to these jurisdictions. Such cities as Detroit, Cleveland, and other 
Great Lakes cities will receive federal aid in 1978 that equals more than 60 percent 
of the revenues they genexate through local taxes* 

It has been necessary for^ the stites to assume responsibility for many func-* 
tions these cities formerly performed on behalf of their metropolitan areas in 
order to ^ease their fiscal crisis* Despite this assistance many of these cities 
have been compelled to cut back expenditures andji payrolls in order to balance 
their budgets and remain in good standing on the municipal bond markets, 

A series of measures reducing municipal eKpenditures out of local revenues* 
* combined with Increased federal and state financial assistance ^ appears essential 
over the near term (through 1983-5). 

However s these cities * like ail municipalities ^ are constitutionally 
creatures of the states, but they are in danger of becoming wards of the federal ^ 
governmertt. Such a development would contravene many of the most fundamental 
principles underlying our federal governmental system. 

It is cleat that long-term resolution of the problem rests with the states; 
they face the urgent necessity during the coming decade^ even while providing 
special financial assistance during the transition, of reforming local government 
in urban areas ^ streamlinli^g .its responsibilities , re-assigning functions among 
jurisdictions, and re-allocafc ing methods of financing urban sarvices. 
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i LONG-TEKi REORGANIZATION OF LOCAL URBAN feoVER^NTS 

■., , ■ .. . . ■ 

The re-structuf Ing of local ^governments in urban areas will bt the most con- 
troversial and politically difficult task facing the Great Lakes region over the 
coming decada. Yet it will prove essential in dealing with the new economic and 
social realities of the region. Some of the Great Lakes states and localities 
have led the way in adopting governmental Innovations to accoimnodate these new 
realities already* Indianapolis Uni*-Gov and the Twin Cities Metropolitan Council 
in the Minnpapolls-St • Paul area. State approaches to these problems can fall 
under three general headings^ ^ 

• metropolitan reorganization J ' ^ ^ 

• state and local tax reform, 

. , ^ ^. 

• local government modernization and reallocation of functlonSi 
Metropolitan RegrganiEat ion ^ 

Despite the fact that local governments are craatures of the state, state 
governments have avoided, as much as possible, the task of readjusting local 
government boundaries to the scope of dhanging service and development needs* If 
reform were merely a matter of achieving greater efficiency, the continued 
fragmentation of local government would not be so serious but It is now clear 
that the "balkanization" of govarnmant contributes to economic and social con- 
flict and declina. George Peterson writas in The Urban Predicament , "Adherehce 
to out-of-date central city boundaries has done more than capriciously allocate 
urban resources betwean the central city and the rest of tha matropolitan area 
in response to the decentralization of private markets. Once in place, the bound- 
aries provide "her incentlva to out=migrat ion from the central cltias." 

Recognizing ^-aa extreme political difficulty of far^taaching reforms, the 
states may make an important beginning through daveloping a policy of strong sub- 
state districts in metropolitan areas* If state and federal programs are 
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required to conform to sub-state district boundmries, it wo\ild be possible, for 
the firit tljae, to coordinate economic .development and cotanunity develo^ent pol* 
idles within metropolitan regions to carry out the sores of strategies outlined 
earlier « - 

■ Because of tWe large numbers of metropolitan areas of diff*erent sizes in 
the Great Lakes area, states might enact permissive legislation tot at least three 
types of metropolitan reorganization. ■ 

First, city-county consolidation would be especially \ appropriate for metro- 
politan areas covering a single county, of.'Vhich there are 18 in the six=state 
region, 

V Secondly, multi-purpoee regional service corporations would be very useful 
in both large and small metropolitan areas. They could operate such 
key services as water, sewer, transpor^lation ^ etc*, on a regional basis. 

Thirdly, states might authoriza. the conversion of metropolitan>councils of 
government Into general purpose governments. 

By encompassing the patterns of growth and coraaon labor market within a 
coMion governmental framework, the fiscal, administrative, and service delivery 
problems so characteristic of the region's urban areas. at present can be obviated. 
Stat^and Local Tax Reform 

State law determines who pays for what services by its actions in (1) fixing 
local boundaries, (2) regulating the sources and amounts of local taxation, and 
(3) distributing state grants-in-aid. A number of devices are available to help 
central cities. 

Conmuter Taxes^ statutes allowing citias to' tax tne wages of suburban 
residents working in the city are alraady widely used. 

i 

Tax Base Sharing: the seven^county Minneapolis-St . Paul area has an inno- 

/ 

vaiive tax base sharing plan under which 40 percent of all new coimnercial and 
Industrial property evaluations go into a metropolitan-wide pool for redistri- 
bution to all local government units on the basis of need. 



State Redistribution I all six states In the region have state-collected 
tlixes which are returned to local governmenta. Unfortunately,^ little of this 
aid is distributed so aa to equalize revenues, between richer and poorer juriadlctiorti 
Nationwide, as well as in the Great Lakes states, the equalization objective Is 
restricted almost eKclusively to education grant s-^in-aid. It is estiMted that 
for the country as a whole, only $15,1 billion of the tot^l state aid to local 
governments in 1972 was. apportioned according to measures that show some equalizlia^ 
intent, however modest* Of that amfiunt, $13*1 billion went to public education,* 
Mow that the principle of power equalising is generally accepted In school finance, 
it would be most appropriate to extend that principle to state' revenue=sharing 
programs in general* 

Property Tax: the adverse impacts of the property tax system are another j 
problem needing attention. In both the central cltias and the suburbs the property 
tax is nearing its practical political limits. Taxpayer revolts are in evidence 
in some parts of the region. Optional levies placed on the ballots are failing 
with increasing regularity. The time has come to consider a substantial reform ^ 
.in the property tax as a way of financing local services* 

Site Value Taxation; ' there is widespread agreement among economists that 

site value taxation (taxing land but not improvements on it) produces few of the 

bad effects of the general property tax. Because land is totally immobile, a 

tax placed on it cannot be avoided by movement to the suburbs. Furthermore, land 

taxes do not discourage invastments on land improvements — e,g,, buildings and 

equipment^^as does the general property tax. Despite these advantages, few states 

have permitted cities to use this revenue option. Perhaps this reluctance is owing 

to a belief that such a tax is too difficult to administer. However, the practicalit 
1 

of land taxes has been amply demonstrated. Windfalls would not be created if site 
value taxes were Imposed as an additional revenue source. Instead of raising the 
general 'property tax rate to produce a desired increment in revenues, the tax rate 
on the land portion alone could be increased. Thus, it appears that site value 
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taxation to^ finance increases in city expenditures could be an attractive policy 

opt im open t© state governments. ^ ^ 

While it would not eliminate existing disparities in metropolitan general 

property tax rates* such action could go a long way to ensure that such disparities 

do not Increase In the future. 

State Grants! Although grants to cities in support of urban services have 

gro%m considerably \n recent years, they still accoimt for less than 5 percent t>f 

total state aid to local governments. Furthermore, a number of state grants dis* 

crlffilnate against central cities and work in favor of suburbs* The Advisory 
Commission on Intergovernmental Relations found that the state aid and state-^ 
administered federal aid favored the central city in only 31 of 68 metropolitan 
areas for which the comparison between central city and suburban areas was possible. 
Reform- of Local Government 

Most local governments in'the United States are very small. More than half 
have fewer than 2,500 residents. In addition^ many local governments^ especially 
countieSs have no centralized executive or legislative authority* State action is 
critically needed to deal with these problems of size and public service capacity* 
States should begin the extensive job of restruGtur ing local government to make 
it more adaptable to both local and area-wide needs. A first step is to establish 
specific standards for the viability of #11 types of local governments. Standards 
should be set for judging viability on the basis of the capacity to raise revenues 
adequately and equitably, population and geographic size, and tax base. Other 
standards should be set relating to incorporation and annexation, an area in which 
a number of states have already made significant changes. 

Boundary Commissions: An appropriate vehicle for administering these standards 
and monitoring the creation of new government units is the local government boundary com- 
mission device* Such commissions already exist on a state--wide basis in Minnesota and 
Michigan, They eKist for spucific rountujs or groups of counties in California, Oregoni 
and Washington* The boundary commissions, in addition to approving incorporations, the 
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annexations, and the creation of special districts^ should apply the standards 
viability on a caae-by-case basis to all general purpose local governments* 
A function of the boundary comiisslon that has a direct relationship to 
economic development has emerged in California and Oregon. This is the require-, 
ment that commisssions develop municipal "spheres of influence which are the 
ultimate boundaries for the provision of majolr urban services, including utility 
systems* The "sphere of influence'' then becomes the area subject to future annex- 
ation by the central city. * This procedure gives further strength to the ability 
of local governments to pl^n utility services that are important for economic 
development . 

Finally^ internal structural reforms are needed to ease the difficulties 
businesses face in dealing with local governments, Th^fe include revising regu- 
lations that inhibit expansion, such as zoning and permits, providing information 
to firms and' individuals about city processes and streamlining those processes* Or, 
even a simple office to assist firms in meeting all city requirements would be a 
great help. One of the reasons ^the Southern and Western cities appear attractive 
to firms is that they do not have overwhelming accumulations of administrative 
requirements. If they have the rules on the ^books, they manage to tailor them to 
fit the needs of new industries. The larger the city, th^ more difficult this Is, 
to do, but it IS essential, particularly for the older, highly bureaucratiEed cities. 
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SH^D PROBLQffi wbR COOPERATIVE ACTION 



Thm following chapters review the major problema, and concetns flowing out of 
Che Interview and research programs. In each case^ courses of action that could 
be Initiated an^promotey by the conmlttee are auggestad* Some of these lend 
themselves to Joint action. Others will^ require individual state-by-state action 
to deal with either state statutes or administrative policy* However, while 
prescribed actions will have to be taken by the individual ^states, parallel action 
ity all or most of the Great Lakes states would strengthen their resolution. 



Thm specific chapters are the following i * 

f 

• Lowering the coat of doing business in the region. 

• Labor-Management=Government cooperation to taproVa the 
business and industrial development climate. 

• Improving the quality o^ education and building upon the 
strengths of the region's college and university system* 

• Making mora risk capital available for the development of 
hew\ enterprise In the region and the. expansion of existing 

^ enterprlsa. 

• ^ Dealing with uncertainty of energy supply and price in the 

region. 

• Saving the raglon's rail network and building upon its water 
transportatlpn assets. ' 

• * Solving isolated water supply and quality problems and developing 

the region's natural advantage in water supply. 

• Protecting the position of agriculture in the region and promoting 
the retention of family farming operations. 

• Reexamining the fecus of federal funding to assure that it more 
adequately meets the growing needs of this region's communities 
and people. ^ ^ 
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A. LOWERING THE COST QF DaiNG BUSINES S 

One of the Great Lakes region 'h computicive problems, as was discussed 
In Section III, is the h iglier cost of doing business in soitig areas of the 
region. The diMiculty facing state govornmenCs in trying to neutrnlize some 
of the cgmparative disadvantages the region has is cTiat, in our free enterprise 
system, most of these costs lie outside tlie control of government. Wages for 
example cannot be lowered by state statute and, even if they could , such a 
reduction would run counter to tiie region's ability to retain its highly skilled 
labor force which requires a gooc wage structure. 

However, tliere are several significant kinds of costs that are controllable 
^ to a degree by state government and these should be examined. 

State Tax Policy ] 

Most studies Indicate that both state and local taxes are i^ot a major factor 
in the overall costs oi doing business, and tlie Great Lakes states are slightly 
below the national average in taxes as a percent oi personal income, 

Nonetheiess, taxes deserve a? tent ion as an urban economic development tool 
for two rua^ions. First, sumu kinds of taxes can bv especially hard on some 
businesses aiid discourage tfieir location in states having them. Examples cited 
by businessnicn in thi' inturvLuw progr^iin were inventory taxes and franchise taxes 
on insurLUice, 

Second, taxes ^re bnu of the few factors of [production t-i)st that states can 
do any thing about. fheri'ftnt:, t lio statics should, if they hav^- not already done 
so, exaiuLne L^iudi of Liieir taKos hnd Ciniduct an inipat^t analysis oi Liu* Ldtfct: 
chat alteraiioii of tlu'ru^ t uixt.'S might havt* t>n huiatLon oi business in central 
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cities. This must be done with care and with the recognition that the? projections 
of costs and benefits wLIl aiways be debatable. Several studies have indicated 
chat Gommunit ICS Lose more from tax relief thnii they gain from increased business 
ac tivity . 

Workmen ' s_ C o mpen s a t i o n 

In several states, Worlaiien'H CompensaLion (rates, administration, and litl= 
gatLon) Ls a major cost issue. Many characterized this situation as a constant 
s o 1 1 r c e o t L r i c t i o n . P a \nu e n t s o f ; i w a r d s t o r e t i r a e s L s a n e s p c c i a 1 1 y o n e r o u s 
issue. A number of government officials suggested that the administration of 
{jrograms needs stiricuis attention, and one offLciai said that his state ought to 
spend some time witli anuLiier state whicli operates the same program we LI, 

On tlic other Iiand ^ some businessmen anil Legislators called Workmen ^s Compen- 
satii)n a false issue. fhey said the re^il issues are insurance companies, which 
need serious reguLatiun, .nd tlie legal profession, which prospers from Litigation 
claims* C;overnment officials and businessmen expressed the view that something 
ha^; to be dotic [u'cause the rhtaorlc Lha t surrounds the Workmen's Compensation 
issue Ls driving Industry uul a'l their states. Ihis saiiK' opinLon is expressed 
by soine tep laiior off ic (a Is, wiio ■commented thai, they are ready to talk about 
eigl^ten.ing rhe legislation. Similar agreement was expressed about the need to 
exainine the t ed e L i za L i on of rates and regulations so that tlie Croat l.akes states 
will not suffer adversely: '"llie uaL Lor should play under the same rules,*' A 
cu>nsUtent problem wUii this issue i Lhe eritlcal need for facts, ComparalxLe 
flgut^es ^ivr not avaihd^le and tiii^^ luMghlens the lU'oblem of rlietoric diMvinj; 
the I ssui.' raLher L. iian selu.'r i[ i staiss i tai , 

Unemployment I •ui^uice 

lliis Issue ivas net liKMUieni'd I'r.'tpU'nL 1 y . nowt»\^er, the wicU^spi/ead impia'ssiou 
1^; i uciemp loN'iik'u t insui'iM' - lest-. are hiirht.u' iivvu iluui In Lhe South, 

1.30 ; 
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REa^^^IENDATIQ NS 

L State Tax Laws 

State tax statutes Hhould ho examined to determine whet bar any particular 
taxes (such as inventory or insurance premium taxes) discourage the location 
of some kinds of businesses. Tax incentives for plant modernization should 
be considered* However, broad-based exemptions from local taxes should be 
approached with great caution as they may hamper local government's ability 
ti> tuncti^Mi effectively. i 
2_. Workmen ^ C om p e n s a 1 1 o n a nd_ Un emp 1 o ym ent CQmpensatiQn Laws 

"^acli of the states should conduct a detailed study of their Workmen's 
Corapeiisation and Unemployment Compensation laws to determine the advantages and 
disadvantages of nationalization of both of these programs for the Great Lakes 
region* 
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B. LABOR-^^ANAGE^^ENT°GOy ERN^IENT COOPERATION 




Another fieicl whuru ritnte and local government can play a ppsitlve leadership 
role in enhancing area developmen L pruspccts is in bringing together labor, manage- 
ment and government in a new forum for discussing their common interests in 
ma in La ini n^ and ex pand ing 1 oc a 1 Indu s t r y = 

ilie problem here goes beyond ttie usual notion of the adversarial relationship 
titat existH between labor and management in the collective bargaining arena. The 
interview program brought out a strong feeling on the part of business men that ^'^ 
governrnfeint and labor did not understand their situation. Similar feelings were 
i Kprussed by government and labor officials, 

Thu notion among businessmen was that government 5 aside from eccniomic developmen 
agencies, is host lie tp business. In describing how he saw the region's economic 
problems, an officer of a large corporation said, '*l'll tell you in one word 
government . " 

Many of the businessmen with whom we talked who had experience in both the 
Midwust and tlie SoiiLU said than the major distinction they saw between the economic 
development activities of the South and the Midwest was one of attitude. In the 
South, special jiff ort seems to be given ro be pusitive and receptive toward business 
in all branches of government. 

A businessman recognized that red tape is a national problem, but said that 
the issue can be amelioraLed when states and local governments have an attitude 
of cooperation with business, as they do In the South." 

"Red tape has a lot to do with tiie movement of industrial plants," said a 
specialist in iiel[)ing^ firms ruKu-ate. "We know a firm that finally cancelled a 
proposed plan alter lw(j years amI sLxLv approvals. The major p roblem i s not know ing > " 
This themu caiuL: up again and ..-;ain; tJiu uncerLalnLy (5 1 uw Liig businuss with the 
goveru.iiien t . 
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A utility axecutiVB Bald that the moat disturbing trend is toward more 
and more delay in government, "Energy companies must wade th.rough a growirip. 
number of permits and hearings. What took only seven'^rmits a few years 
ago requires 2L difterent permits today. Business is concerned that government 
is indifferent toward ameliorating the problem." 

"To sum it up,'' said a chamber of commerce officer, "the state and local 
government need a more caring image and the estahl|.shment of economic development 
eKpertise at the local level- Only tlirougli these liwo approaches ' w^^ be 
able to compete with tlie South, wliere development strategies -are of ual concern 
to tlie man in the street and community leaders." 

i 

"It^s not tax breaks or labor costs that i.i^^^. u.i ..^ ..iii.^. 

observed an executive of a thrLving manufacturing company. "When x^e weru evaluating 
alternative locations a few years agu, the difference we saw botwocn the CouLh 
and the Midwest was tlie way Southern public officials made specific, definite 
commitments about thingn like alternative sites, land costs, highway improvements, 
and vocational edi^cat ion . programs . It's not lat Norrhern public officials are 
hostile; they-re just vague, tentative and uncertain." 

On the positive side, these negative views were balanced by expressions of 
wLLlingness c;n the part of business, government: and labor leaders to get together 
and talk about the region's or their area's problems arid what they could do 
about tliem joint Ly. ^ 

One mechanism that has been used succussfully in Jamestown, New York, 
Evansville, fndLann aiul otlicr cities is a committee of labor, management, and . 
government Leaders. Home committees have been organized at the community Level 
wtth.pubLic offLciaLs serving as thu catalyst. Other committees are at thu 
Local pLant levul. On a Larger siwilt-, some major industries in the Great Lakes 
states havu reportud cons id u ra!) 1 ls and uvun draniaLie, success in a broad^raiige 
of Lndustry=wuh' Uibu'- iiiana^aHiu;iu. rMinni i 1 1 Ci*s . [ rovomun t of product LvLty is an 
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underlying objuctive of the strictly labor=managGment groups, but other issues 
relating to the quality of work life and skilly training are frequently involved. 
However, the kind of program sugges ted ^here would allow the discussion of probleins 
with government, as. well as productivity and labor issues. 

A consistent suggestion heard from those interviewed was that the most 
important item of both local and state efforts to encourage labor, management, 
and government cooperation should be agreement on economic facts of life and the 
particular eoonomic situation of states or local areas. Many felt that this kind 
of discussion was long overdue and that the establishment of ' a neutral environraent 
in whicii discussion could take place would go a long way toward softening the 
terms on which mo s t j x change s n o w t a ke pi a c e . 

', 

IlECOmENDATl^QN 

,* 

New Forams for Labor-Manaflem en t-Government Discussions 

p:he current adversarial relationship between management and labor, and business 
and governmeiiL, must bu cliangud. Mechanisms to do this include state and local 
level labor-management committees or councils, with government bringing Mie parties 
together. 

■\ 
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C. EDUCATION 



• One of the moftt significant economic devt^lopment tools avaliable to state 

and local governments is public education. This includes not only primary and 

secondary scliools but also the network of J:echnical colleges and public colleges 

and universities (the special pr obi ems of urban school systems also were discussed 

in the previous section on Urban Strategy). 

The university system generally was seen as one of the region "S greatest 

assets by the businesHmen interviewed. However^ public primary and secondary 

education in Its central cities was seen as one of the region's greatest liabilities. 

Schools are t)ne of thc\ major centrifugal forces that have moved middle-class whites 

—and, increas Lngiy , blacks also=-to the suburbs. The failure of large city school 

i 

systems to educlBte yuung peuple Eor work, or even tp make them literates is , 
prime regional concern imcause of the large concentration of major cities in ^his 
re^Uon. In spite of increasing amounts of federal assistance, education is still 
a state and local responsibility. 

There are no quick and uasy c^r inexpensive answers about how to improve the 
quality of urban education systems. The problem is compounded by the effects of 
past racial d iscr imina t Lon which have concentrated on lower^income blacks 
in such citife^H. Hunt thesu cities have the dual task of improving education 
quality, while carrying out court-ordered desegration pljns. The quality of urban 
public school systumi^ must ])e improved if the body of unemployable young people 
is not to increase dramatically. 

Part nf thi^ problem in iLnnnclal. ' S^nie stace laws have the effect of dis- 
criminatiiU' aKainst c'cntral citv scdiool systems. With the flight of taxable 
prupertv and Lnt^nmu-prsxhu: LiiK Jnhs from central cities, local taxes will be an 
increasLnglv li'ss aUfquatc b/ise ff^r financing schools in central cities. States 
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will have to consider whuthur cluj aducaciori of young peoplt' uugliL to be a general 
stntu rc^sponsibil tty rather than the mixed systttm of state and local financing 
which prcHentLy exLHts. 

Mcmey alone will not hoIvo the problunu A reorientation of schools to 
abisure the development of banic reading and mathematical skills is essential. 
Citltfs such as Cleveland are uttc>mpting to do just this. 

The vocationaJ and technical schools need to be better geared to the current 
needy of businesses that have expanding numbers of .Jobs, The businessmen inter- 
viewed frequontly praised the vocational education programs in southern states 
such as North Carolina. Their view was that Southern programs i^ere more directly 
ariented towaAj m.eetlng the immediate employment needs of new and expanding,/ 
1 nd u s t r ia 1 p 1 an tV. . — 

Finally, the support of public colleges and universities .s important. 
Altliougii It is true tfiat the region "s universities educate many people who later 
migrate to ottie^t- regions ^ the research and knowledge base that these s^liools 
r e p resent i s a ma j o r a 1 1 r a c t i o n t o industry and service business. 



RECO>^IENDATIONS 




1, Public Pri-ma ry an d Secondary Education 

The need to impjrox^e the fjuality of public education, the level of literacy 
and basic skills of graduates is well known. Billions of dollars are being 
spent on sucli efforts. Study committee^^ at state, local and national levels 
a r e g r a [i p L i n g w i 1 1 1 wa y s t o s o 1 v e s om e of t h e a e seemingly in t r a c t a b 1 e p r o b 1 em s . 
The Committee can support such effurts and dramatize the fact that the quality 
of public education is (:Lnsel)^ r^' la ted to uconomlc development. Communities 
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with good schouls will attract growth; those with^poor schools will lose ^' 
industry and coramercial activity and accumulate growin^^numbers of , unemployable 
youths * 

2. VQcatlonal Education 

Vocational aad technical education must be better focused as an economic 
development tool. Efforts should be expanded to develop better forecasts of 
near= and long-term, needs of industries in the regions served by these schools 
and methods developed for rapid curriculum adaptation to changing needs* 

3. Higher Educ ation 

The region ^s network of public universities should continue to receive 
strong ^pport as it is one of the region's greatest economic development assets, 
not only as a source of managerial and technical talent for industry, but also 
as a research base needed for industrial expansion and new enterprise generation 
in the region. 




117 



D. STIMULATING NEW INVESTMENT 

Economic stagnation in this region stems primarily from the high death-rate 
or contraction of existing firms which is not now being offset b;- the 
expansion of existing business and the creation of new firms. In the past^ 
economic self -renewal brought the region its economic prominence* 
Wliile funds 'for large--firm expansion are available in the national capital 
markets, high-risk venture capital for small start-^up firms has been 
difficult to access both in the region and nationally. 

The need to Gncourage new start-ups in the region should be one of the 
region's major Economic concerns. A number of steps might be taken to improve 
access to capital for sucii firms. Other observations include: 

• Retention and modernization of existing facilities must be a key element 

in the region -a economic development strategy, 

• In spite of continued higli rates of capital investment, obsolescence is 

a problem in some industrial sectors. Modernization of plants is occurring^ 
tiiough perhaps at a lower rate than desired. Tax incentives encouraging 
modernization are suggested as a key component for any economic development 
strategy, ^ 

• Changes in federal policy, such as the elimination of the double taxation 
of dividends and a larger tax credit for investment perhaps targeted on 
older areas in economic distress, might increase investment, 

• Fied tape in gaining approval from many gcwernment agencies, coui>Ied with 
the delays and uncertainty inherent in thfs process, discourages firms 
from locating in some areas of the Great takes. 

• To diversify the region's economic ; base , new types of firms should be 
attracted. However, the region may be more success ful doing this if it 
-tries to attract firms related to its fxisting manufacturing base in such 
fields as transportation technolpgy, solid wAste management, and information 
systems. \ 
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KEY INVESTMENT SECTORS 
^ > Manuf ac t ur Ing 

Thu Hreat Lakoy is the locus of much of t:he nation's heavy industry, 
so its share of dollars invested in manufacturing has been higher tlian its 
share of U.S, population (21%)* The region^s share of investment averaged 
29.8 percent from 1960 to 1973 and was only slightly lower in the 1969 to 1973 
period (28.6 percent). Maintenance of its manufacturing base is viewed by Great 
Lakes business, labor, and government leaders as one of the most critical elements 
in ensuring the future economic health of tlie region. Expansion of that existing 
base will account for the largest net additions to manuf ad turing employment in the 
region even while modern izat icni of ux Is ting facilities reduces jobs in some plants* 

The states of the region are economically linked through the manufacturing 
sector; i.e., steel for macliine parts and machine parts for automobiles* The 
interconnectedness in manufacturing moans that issues which affect^ the ability of 
manufacturing firms to m.odernize and expand have a substantial regional dd^ension. 
These issues fall into two categories: those that affect the desire of f^rjtis to 
ir^vest and those that affect their ability to borrow money to finance investment. 
La^ge. firms arc able to meet their needs for investm.ent capital through their own 
earnings or by borrowing in national markets. 

* ' Smal l Business 

Small firmR outside the reglon-s traditional manufacturing base face 
somewhat different problems. In the Great Lakes region most of the deaths and 
births of firms which occurred between 1969 and 1974 were among those with fewer 
than 100 employees; however, the death rate exceeded the birth rate and ^a net 
= employment Iobs occurred. The small start-up firms attempting to manufacture 
S _ - 



* Calculated from the Annua l Survey uj Manuf -H-tairch: 
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new products and ttichnologies are of parcicular significance to the Great Lakes 
econoiny because most new employment growtli in m.anufac Curing nacionally is derived 
from these innovative new companies* - Thus, as employment in traditional 
manufacturing stabilizes or declines, growtli in innovative new industry is essential 
to absorb displaced blue collar workers. The Great Lakes region is not attracting 
a sufficient number of such manufacturers. These are footloose companies capable 
of locating anywhere in the nation. They tend to be responsive to population 
movements, regional amenities and labor force quality* But a number of studies 
have found them particularly sensitive to the availability of investment capital 
in specific areas of the country. The growth of high technology firms outside of 
Boston during the 1950s a^id 19f/)s, for example, has been ascribed to several sources 
of wilding private venture capital as well as federal researeh dollars* Stimulation 
of high growth manufacturing in the Great Lakes region would, therefore, require 
s ome a 1 1 e n t io n to the re i o n a I c a p 1 1 a 1 ma r ke t . 



Because money is mobile ^ the credit m.arket is generally considered to be a 
national market. Large firms and large cities and states can borrow funds in this 
national m.arket because lenders can easily ascertain the cr edit wort hine-ss of these 
customers. Much saving has tended to become more institutionalized in pension funds, 
life insurance companies, mutual funds ^ and the largest banks all of idiich are 
participants in tiic national credit market. Pension fund assets h^i tripled since 
1962 and deposits in the ten largest banks have increased i: rom 20 t\ 33 percent of 
all deposits in the snnK' period, 



The developiiiunt of secondary markets, the use of correspondent banks, and the 
^^rowth of hank holding companies, as well as f ewer ^ res trie L ions on branching rules 
for commercial banks, have also facliit^^red national cuipital flows* Thus, over 
timu theru has been a moveniunL coward greatur naL icuu. Ligation uf cpitai markets and 



U.S. Small Business Adminis L ra t i on » Report a f __t he b oA Ta s k j;Q r ce on Ven ture and 
I ' V n ty Ciip Lta 1 for Hmali Business , J a n u a r y 1 9 7 7 , p . M . ^ 



Regional Capj t al Markets 



ERIC 




a reduction in the regionalizat ion of funds. This is a desirable development 
for expanded national output and regional inclines. 

For some borrowerSj however^ the market for credit still must be regional 
and local. Home m^:'t gages and installment loans, loans to small firms, and farm 
loans are to a large extent limited to regional lenders. Information about small 
borrower.s is more costly for distant Lenders to obtain and access to distant 
lenders is more costly for borrowers^ 

The information costs due to- distance would not be sufficient for significant 

regionalizat ion of credit unless there were some constraints on national flow 

of funds or perhaps less than a fully competitive m.arket among local lenders. 

The branching regulations in a state can hinder the flow of dollars among banks 

within a reeion. Entry restrictions have probably resulted in fewer banks than 

would have otherwise existed. This reduces competition, especially In areas. served / 

/ / 

by only a few banks. In general, small and riskier borrowers are hurt.^i/e by 
reductions in competition than large borrowers who operate in natip^'il credit 
markets. ' 

Some types of enterprises may be particularly disadvar^^ged by regulations 
and a limited number of banks. for example, some rural banks find that they - 
are close to their lending limits, given the increased cost of agricultural 
equipment. 

Banks do supply some funds for existing sioill firms which have adequate collateral 
and debt^net worth ratios. An additional fiource of funds for small business could 
be savings and loans. At present , they r.ivest the major portion of their funds 
in housing. However, they are eKtremely knowledgeable about local econamic condi- 
tions, and If permitted 5 could provide ^. loans to fims. The concept of broadening 
the activity of savin^^s and loans is not new and has been proposed by financial 



reform commissions at the federal level. In addition, stales such as Massachusetts 
have been considering expanding the legal list of eligible investments for 'state= 
chartered thrift instituLionB to include specific firms operating in the State. 

More marginai existing firms often cannot qualify for the long-term loans 
necessary for growth. The Small Business Administration has attempted to finance 
a portion of these riskier firms through direct laana and guarantees of bank 
L inane ing* 

tn tlie Great Lakes region, SBA business loans are far lower than t 
share of population. In both 1972 and 1976, only about 12 percent of SBA^s total 
volume of busint^ss loans occurred in the Great Lakes. It is not clear why SBA 
activity is lower. One possible explanation is a conservative attitude by area 
hankers whLchVmeans they would not participate in guaranteed loan programs. A 
contrary explanation could bii tiiat aggressive lending by banks leaves less need 
for SBA assistance to firms. Conversations with SBA employees in the region 
suggest that fuwur resources are put into staff in tiiis region, and therefore 
awareness pf SBA programs* Is relatively low. 

Ve nture Cap i tal ^ 

jhe riskiest business loans are probably Cor the start=u[) and expansion of 
A. 

high-risk, high-growth |U)tentiaL firms, i.e., vunturo capital. Tliere is little ■ 
centralized information on ; -k availability of venturu capital dollars or the 
(hHiwnid tor thtisc rimds by en t r upreneurs . Although the pcrctaitagu of the total 
invustm^nt whi(di takcH [)lacc is thcso firms i^ smaii, interest In nurturing them is 
iiigh btu:ausa the growth in empioymcnt which they could generate, if successful, is 

Backj^rotuid_jaia. m^ on t 'jro])0 ned^ jA!_^.is_la t ion and fegal hi st , m ime o graph. 



that it 



hi|h. A study by the MIT Devfelopment Foundation found that Che growth for yourp, 
high-technology firms in sales and jobs was 42.5 and 40*7 percent respactivaly ' 
from 1969 ^to* 1974.* ' ^ . 

Venture capitalists favor investment after a firm has developed its 
prototype and begun product ion • Funds are generally not available for true 
start-ups, Ventura firms are usually purchasers of equity rather than loans • 
The primary sources of venture funds are individuals , family and publicly o\^ed 
venture cji^ltal firms * and small business investment companies (SBICs) • Prlor^ tp 
the Employee Retirement Income Security Act (ERISA) , pension funds either directly 
OT through venture capital companies were anothet source of funds* Stety=four 
percent of pension trustees surveyed by the International Foundation of Employee 
Benefit Plans in 1976" raported that as a result cff the 1974 pension law they were 
less willing to invest in anything other than blue-chip-type investments. For 
example, the Ohio State Teachers ' .Retirement Fund had invested 0*4 percent of its 
$3 billion portfolio jIn venture capital campanies. Under ERISA's "prudent man" 
rulej retirement fund managers at OSTRF no longer engage in venture investments 
besause they believe that these are now disallowed, ' 

In 1969, 548 small businesses were able to raise almost $1,5 billion through 
first tliffe stock offerings* However, since the later 1960s the stock market has 

not been a good vehicle even for established firms to raise money. Less well-known 
firms of the sort i^at^ venture capitalists finance are less likely t^ be able to 
raise funds ^ going public* In 1972 firms with a net worth of less tha^ $5 million 
raised $918 million in 418 underwr Iting;^ bf 19,75 there were only four such 



^ A Repor t of the SBA Task Force s p*2, 

U,S* Congress, Senate, Senator Bentsen speaking for Senatajpill 285, 95th 
Congress, 1st session, 18 January 1977, Congress ional Record, vol, 123* 

i ■ ' ■ • - - - - — = — 

*** U.S. Congress, Senator Nelson speaking^ *foi Senate Bill 1815, 95th Congress, 
. > 1st session, *30 Jun# 1977, Congressiorra l^ Record , vol. 123, ^ 
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underwrltlnga with a value of $16 million,* Because venture capitalists may 
eventually want to take their money out of a firm, the inability of firms to go 
P,ublic may tend to discourage some investment. * 

The data available on all venture capital firms are limited, though information 
existe for SBXCs beckuse they^are licensed by and must report to the SBA, Only 
38 U»S. BBlCs (14,9 percent) are located in the Great Lakes, Location of SBlCs 
need not correspond to lending locations in a national capital market* However, 
most venturers want to be able to oversee their Investment and be able to advise 
the fledgling company before problems ^become too substantial, A rule of thumb 
used by some SBICs seems to be to invest in firms which can be reached in a day's 
travel. 

The SBA reports SBIC financing by state^ but not by origin of loans. The low 
ihare of SBICs in the Great Lakes is^ also pardlleled by a low share of financing 
acitivity, 11,8 percent ($12,603,843). The SBIC recently, created an index to 

rank states on the basis of "adequacy of SBIC activity". The index takes into 
account a state's share of SBIC balances, employment, bank assetSj and the gize of 

SBIC financing. According to the 1976 SBIC index, all sik Great Lakes states were 

' **** _ * 

below 100, which represents inadequate activity. The raiige for Great Lakes 

States was from 9,22 for Illinois to 53,34 in Minnesota* 'Although the venturing 

of states yaried in 1974 and 1975, only one state, Wlsconsln^^eVer exceeded 100, . 

The region's share of SBIC loans in 1974 and 1975 were also low,* 10,4 and 11,9 percent, 

< respectively, . - 



Report of the SBA Task Force , p. 1. , ■ ' ' 

U.S., Small Business Administration, ^SBIC Digest , Spring r977, 

U.S,, Small Business Administration, Directory of Operating Small Investment 
Companies , June 1977, C-11. ' I ' , 

**** ^ 

^ Ibid. , C^12, ^ 
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• The low amount of venture loans in the Great Lakes has been attributed to 

a general decline in venture dollars available at the national level because of 

the recession, problems with real estate investment trusts and restrleytlve federal 

rules on institutions such as pension funds. This does not, however^ explain the 

low Great Lakes fraction of total SBIC dollars* Some venture capitalists have 

suggested that the number of good opportunities available in the Great Lakes is 
t 

loWt_ What may be true is that although many ideas with venturing possibilities 
.are generated in the Midwest, the skills necessary to put a firm together are often 
lacking in a single entrepreneur. If this is ^ue, technical assistance for both 
start=ups and early business operations could increase the probability of entrepreneurs 
in the Great Lakes obtaining venture financings .* " ^ 

^ICOM^ENDATIONS ^ 



Recommendations involving changes at the federal level. These can be best promoted 
by regional actions 



It Relaxing Portfolio Regulations 



Becauae saving ie being increasingly institutionalized and because financial 
institutions have significant constraints on "the kinds of^ investments they 
can makes larger investment in ^igh'-risk firms could be obtained by 
relaxing portfolio regulations. For exampla, the Employee Retirement Income 
Security Act (ERISA) could be changed so that, the ''prudent man" rule ^applies 
to the total portfolio rather than to each Investment, 



Senator Lloyd Bentsen introduced a bill in 1977^ which would give managers ot 
pension funds the leeway to invest two percent df the assets of their plan in 
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companies with paid-in capital of less than $25 million or in venture 
dapital firms which invest in such companies* This is the type of change* 
required to increase funds for high-risk, potentially high-growth firms. 

2* Incentives for Modernization ^ 

Federal incentives for modernlEation of plants should be examined for tbtal 
impact, e*g,, larger tax credits, higher depreciation allowances to add to 
internal sources of funds, the* tax treatment of dividend^ and capital gains* 
Special corporate tax treatment for small business has been^ proposed in the 
Senate Small Business Coimnittee to increase the ability of these firms to 
grow through retained '^earnings • In addition, tax reform has been identified 
as a major legislative interest for the Carter administration. It is in the 
region's Interest, to ascertain which types of tax changes will benefit its 

industry most, i.e., those for which the target is modernization/ 
3# Strength ening the Small Business Administration 

The SBA could be strengthened so that it is a bigger source of investment for 
small firms and for venture capital. An SBA task force has identified 
several areas for improvements and legislation responsive to these 
suggestions has-been proposed in the Senate Select Coimnittee on Small 
Business, This legislation includes lowering the leverage costs for SBICs 
aud greater SBA sharing of the risks SBICs take when making start-up 
investments, 
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The Small Business Development Center Act is innovative legislation which 
provides assistance for management, product planning, and marketing. 
Unlveraitles In conjunction with the SBA would be used to make centrally 
Mailable continuing input for small businesses. This bill has passed the 
Senate and is presently In the House, The ^region could benefit from having 
a mechanism to involve its universities in the management and development of 
small buslnesMs* ^ * 0.^ 



iconmiendations which may best be, accomplished' by action* at the regiopal level 1 

4. Funds for Small Firms i 

The ievel of funds available for existing firms in the region may be 
insufficient; an assessment of the sources and amount of *funds available 
would be helpful. The reasons for the region's low share of SBA loans and 
SBIC activity ought to be determined. The^ effectiveness of technical 
assistance cury4ntly available from state government agencies , the SBA, 
and others may be blunted by a lack of awareness ^f the programs, and by 
\ contusion arising from the overlapping functions. Coordination among groups 
offering technical assistance and an ongoing effort to inform small buslneses 
* of the resources available could substantially assist'^marginal firms and 
increase the birth of firms in the region. 

5. Study of Venture pey elopment in the Region 

Ir^ the Great Lakes region, venture capital availability and the identification 
of entrepreneurs and their demand for funda are two topics on which there is 
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little organized or easily accessible Information, A study of these issues 
could considerably improve the region's development of new, potential high 
growth, enterprises. The dyMmics of generating venturing activity are not 
well understood* There may be economies of scale from sharing among the 
states existing knowledge about encouragement and support for individuals 
who could become entrepreneurs as well as their fledgling firms* Perhaps 
high sales potential firm^s could be generated by an organised and sustained 
effort to^raake available to entrepreneurs the array of talents needed to 
mantige a successful start--up firm. Assistance in joining eAtrepreneurs 
with venture capital and SBICs throughout the region could also be useful. 



6 * Information Clear inghous^e ^ 



Set up a clearinghouse for dissemination of information on successful financing 
and econo^c development experiments. Although large /cities in the region may 
keep 'in close touch, smaller cities and rural arems may especially benefit 
from more organized contact during which coimnon problems and successful 
solutions can be shared- 

7 ^ Encouraging Toreign Investment , 

Joint ventures to encourage foreign investment in the region will directly 
and indirectly benefit all the states because of the employment and 
purchasing linkages. Joint ventures to encourage purchases of the region *^ 
products by foreign countries could generate more demand for the region's 
products. 
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Recomendations raqiiirlng action at the state level and affectffig the aupply of 
credit I 



8. Branch Banking ' ^ 

— 

Concentration in banking in a local area can lead to less competition among 
banks and result in a lower volume of loans through either high interest 
charges or a shared conservative lending policy* The flow of funds between 
banks can also be impeded by the structure of the banking industry. All 
states in the region except Illinois have limited branching laws. State-wide 
branching should be examined to determine if improvements in customer service 
and ease of transfer of funds from sur|llus to capitals-starved banks outweigh 
disadvantages which could stem from potentially increased concentration of 
banking activity* 

\ 

9 » Broadening Charters of State Investment Institutions 

. W 

Legislation allowing stated-chartered savings and loans to Invest in a wider 
variety of investments could increase t\\B supply of credit ^.tq^ocal businesses 



Reconmendations requiring action at the state lever and affec^ng investment demand 

10* Easing State Licenses . and Approvals Problems 

*) 

* * if 

Business firms would be more likely to locate new or additional facilities 

in the region if there were one person or agency responsible for coordinating 
the many agency approvals required before a plant is built » A streamlining of 
this process would reduce delay and uncertainty for firms, 
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11* Risk Pooling 

Goverment, at both the state and local level, can take a leader ship role 
in ei:icourag|.ng innovative te^niques to rebuild decaying areas of cities 

increasa loan availability rural areas, Aisk pooling 'by banks and 
other financial institutions arj one mea|is of doing this. 

12. Tax incentives for Modernizing Industrial Plants 

• 

Revision of state tax laws which could give incentive to firms to modernize 
existing plants should be conaidered" 

? 
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E. ENERGY AND THE FUTURE *0F THE GREAT LAKES ECONOMY 



1, yncertainty of supply is the major energy problem. Because of the region's 
heavy concentration in manufatturing , the Great Lakes states are large fuel 
consusers. CDnsumptiDn^^&^^tt^roKimately balanced among coal* natural 
gas, and oil, although the six states vary considerably in their ^dependence 
on various fuels* ' . 

2# Although the region is a net importer of energy, it has ab^dant coal ^ 
reserve^; however, their high sulfur content presently impedes the full 
realizationtof their potential, * x 

3. The availability and price of energy are, of course, highly dependent upon 
national energy policies* As both a major supplier and consamer of 
energy, federal government action In large measure will determine the 
ease with which this region can make the transition to higher priced fuels 
and a different mix of fuel use. 

4, Federal policies on automobile fuel consumpt^^ will have a major impact 
on the region in both short term adaptation of automobile industry opera-* 
tions and in the mix of foreign and domestic automobile purchases. 
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Of inc^Malng concern, both regionally and nationally, is the role of 
energy in aconomic growth and development* The. extreme cold of early 1977 
reveaied the vulnerability of some sectlona of the Great Lakes region to dis- 
ruption in natural gas suppllee* Debafe and legislative action on the 
President's National Energy Plan have further served to increase' public awareness 
of natlbnal and regional ener^^ issues* 

Lamentation of a strong national energy policy will have both direct 



and Indirect implications for the Great Lakes region. As a hea^^ manufaqturing 
area, the region is a large consumer of all types of energy. The Great Lakes 
region is also a significant producer of energy from Its abundant coal reserves. 
National efforts to shift to coal and domestic oil and gas will most likely 
mean Increasing development of regional supplies* Such developments however , 
will require careful balancing of developmental objectives with environmental 
and social .values* ^ 

The survey revealed several perceptions of energy issues that will affect 
and shape future growth in the Great Lakes region. These include ■ 

• Concern *bver energy prices, but assurance of supply was a 
far more important issue. Management of supplies by gas 
companies was of particular concern in sdme partSf of the 
region. 

• . Concern that the region's own energy resources should be 

more fully developed; that ways to facilitate use of high 
sulfur coal should be promoted, and that energy resource 



development not be allowed to affect environme'ntal quality. 
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• Concern over the effect national energy policy may have 

on regional employmanti particularly the effect that efforts 
to Increase Aneri can sutoroobils efficiency nay have on the 
region's auto-^related economy. 

This section presents an analysis of these three broad issues and presents 
recoameadatlons for dealing with them. 

ENERGY CONSm^TIQN, . PRICES MP SUPPLY UNCERTAINTY 
Because of its heavy concentration in manufacturings the Great Lakes region 
is a large consumer of many fuels* In 1973 (latest year for which comprehend- 
slve national data are available), the region accounted for 22% of net U. S, 
energy consumption as shown in Table 1* (The region has 21%. of 1973 U. S. 
population and produced about 22% of 1973 Gross National Product.) 

As a region* total fuel consumption as of 1973 was balanced approximately 
equally amon^ 'coal* natural gas and oil comraditleSp as shown in Table 2* The 

impact of the 1973 oil embargo, flve^fold increase in oil prices and curtailment 

s 

of interetate gas shipments have ^ prompted shifts to coal or fuel oil on the part 

_ . / 

of many businesses. As such, the 1973 data understate the relative share of 



-^coal 



>^coal In regional mergy consumpticto' 

Although comparable^ the six states of the Great Lakes region vary In their 
relative dependence on the various f\iels (see Table 2). States such as Ohio and 
Indiana are more dependent on coal whereas Illinois, Minnesota and Wisconsin 
were relatively more dependent on petroleum products in 1973* Michigan is the 
most evenly balanced state In the use of these fuels. 

Prices for all forms of energy have risen sharply since the 1973 Arab 611 
eB^argo and the subsequent five-fold increase in the price of Imported crude 
oil. While the Great Lakes region tends to have average fuel prices 
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TABLE 2. 

RELATIVE FUEL CONSUpTION PATTERN, 197 1 



w 


Anchracice 


Blctjffllnous 
Coaf" and 
Lignica 


PeCroleum 


Natural 
Gas 


Hydropower 


Nuclear 


Illinois 


.04 


(Percentages) ' ' 
23.0 39.3 


31.8 . 


.03 


5.8 




.04 


41.9 


34.6 


23.3 




-0- 


Mi eh ig an 


.1 


27.4 


37.7 


33 i 4 


.3 


1.1 


HinEiesoCa 


.03 


15 . 3 


4'9.7 


31.2 


. .9 


3.0 


Ohi© 


.09 


40.5 


29.1^ 


30 . 3 


.003 


-0- 


wlseonain 




22.3 


42.2 , 


28 5 " 


2.0 


5,0 


Great Lakas 




30.5 


36;8 


30.0 


.3, 


2.3 


United. States 


.2 


17.2 


44.8 


32.2 


4.4 




U,S.-G.L, 


.2 


13.6 


47 .'O 


32.7 


5.4 


1.0 



Seurce: Bureau of Mines Informaclon. Circular, 1976. Fuel and Energy Data, 1973. 
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compai^able to the national averages , natural ^ag, prices foif induatrlal an4 
cosmercial purposes^ In 1975 wefa' about 10% higher than the nationipi averagej 
and about 15% to 30% higher than tha gaB,^produc±ng states In tha South* 

The future r^ta of IncTeage In energy prices (particuiarly^ natural gas 
and crude oil) will be dptermlned by international events federal policy on 
regulation of natural gas and "old" oil, and the effects of conservation 
efforts on deMnd, Provided a halanced national ener^ policy can be developed ^ 
there is no reason to assume that rising relative energy coses alone .will 
geverely af feet the Great Lakes manufacturing econoiny and the -reEion' s^lonfe- 
run devel6pment . ^ ^ ^ • 

. ' ' . . ■ 'U ' - ^ 

Perhaps' more slgnlfieaat than relative energy prices is availability of 
supply/ Uncertainty concerning federal gas and oil prielftg pollgy confuses ' 
the energy situation for all energy intensive firms* This confusion may deter 
Investment or, more significantly, lead firms to take out "Insurance" by 
locating near energy supplies, which are mostly available In the energy producin' 
_sjt4f.f_3. of the. South. Present federal reflation of the well head price of 
natural gas produced for interstate shipment has, resulted in increasing pro^ 
ducClon for unregulated intrastate markets. The certainty of supply in the 
producing states must be considered an important locational advantage for such 
^reas. Phased dereguration of energy prices would help In the long run to 
balance the energy cost* and supply environment of the various sectors of the 
nation, while providing the capital and Incentives for exploration and new 
production* 

The issue of regional natural gas supply uncertainty can be separated into 
two components. First, partially as a result of regulation of well head price 
of gas produced for interstate shipment, total quantities of natural- gas 
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available have actuaUy declined since the latp sixties. Regulation of the . 
Interetata market has also^created an incentive to sell^ gas to unregulated * 
intrastate markets. While total supply has declined^ the artificially low 
price of interstate gas has. meant growing demand* As a result^ some Industrial 
custofmers have been discontinued and others with a non= interrupted servlM^have 
been curtailed to varying degrees. The second part of the pro^lm reldtes 
to how specific transmission companies and gas utilities have manag^^ Ipng-run 
planning related to purchase cantracts , supplemental gas, and d^ralopment of. ^ 
undergrbund storage. The extreme cold of early 1977 plactd^peak demand^ on all 
transmission and gas utili^yf system^ in the region, ^ ^^ose with Ijiadequate 
storage or emergency CQntracts or sources of supply, or transmission capacity 

to handle peak loads, were forced to curtall/service in ^varying degrees to 
industrial and conmerclal customers. This problem was particularly severe in 
Central Ohio and portldts of 'Indiana ^ere schools and factories were closed ^ 
during February, ^ - ' . . ^ 

With the axceptioh of extrame conditions ^ the management of natural gas 

... _ .. . 

supply does not appear^ to be a major region-wide problem. The larger problem 
^s^ long- run and involves the need to price natural gas at its scarcity value . 

With a price which^^eflects oppo rtirnity cost , consumers would have an Incentive 

" . ^ . . - I . 

economize and producers to eKplore for new supplies or plan jor other fuels . 



REGIONAL ENERGY SUPPLY t 



Although a net importer of energy, the Great Lakes region has abundarft coal 
reservas and some reservas of natural gas ^ndoil. Because of environmental 
restrictions related to ^ulfur content^ however/ the region is not able to 
realize the potential of its codl reserves for use in local industry and power 
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generation« National energy policy arid the enforcement of envir6n66rftal 

regulations and technical develdpment will be important determinants of the 

f 

future direction of regional energy deveiopment(, ' 



The three Great Lakes states account for almost 30% of the total estimated 

remaining identified resourced of bituminous deal in the U. S* as of January 1, 

' J - ' . 

197i^ (Table 3) . ^ ^ / ' 

■ •= 

Of the coal consumed in the Great Lakes states, approximately half 
presently comes from outside the region. On the other hand, the regiJn ^xptorts 
aboft 20% of its coal productibn, primarily to nearby states, Stata^by^stat^^j 
the following situatioVi prevails: 



Illinois- produces 60% of its own coal; another 21% comes from 
the Montana/Washington area* 

Indiana- Produces 45% of itaown supply; another 13% comes 
from Illinois, 

Michigan - Imports 30% from "Southern #2"; another 27% comes* 
from Ohio ar^ 18% from West Virginia, 

Minnesota- Tmports"65% from the Mpntana/Washingtony area ; another 
12% from Illinois. * 



^ Ohio- Produces almost 50% of its own supply; another almost 

25% comes from "Southern #2", 

Wisconsin - Imports 34% of its supply from Illinois; another 19% 

from Montana/Washington area, 13% 'from western Kentucky^ 
^and 11% from "Southern 



Source: U*S, Bureau of the MiAes, Mineral Industry Surveys^" Bituminous 
* Coal and Lignite Pis tribut ion , 1976. 

\ 



TOTAL ESTIMATED SQlAlNING IDEKTiriED RESOURCES 
OF COAL AND LIONITE BY STATE, JANUARY 1, 1974 
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short tonS^) 
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Coal wd# 
Lignita 


tothracite 
and 

Semianthraeite 


Subbitu^. 
minous 


4 ' ' ' ' i 

Bicumino^s 
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United States 


1,730,9 


19.7 


48 5 . 8 


747.3 


478.1 


- Illiaais 


146.0 






146.0 




Indiana 


32.9 






32.9 




dhio 


. 41.2 






41.2 





Souree: Paul Averittj U. S* Department of the Interior i Coal Resourges of the 
United States. January 1, 1974 (Bulletin 1412), 



Although not mjor producers :of natural ga#, several of the Great Lakes 
states have ln*state reserves wl^lch are developed to varying dagreea- Table 4 
shows estimated proved Ee^pve^able reserves of natural gas for the Great Lakes 
states and thk U.S. 

* , TABLE 4, / 
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TOTAL ESTIJaTED PROVED RECOVERABLE RESERVES 
OF NATURAL GAS, 1975 
^ (mill ±onm of cubic, feet) - 









Preliminary 
Production s 


Net 
1975 


i 

/ Reserves 


Illinois 






ll304 




380,804 


Indiana 
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: 59,839 


Hlchigaii 






105,703 




1,606,749 


Ohio 




i 


85,822 




1,354,010 


United States 






19,718,500 




228,200,176 



Source: American Gas Association, American Petroleum Institute and Canadian 
Petroleum Association, Reserves of Crude Oil, Natural Gas Liquids 
and Natural Gas in the United States and Canada 4s of December 31 ^ 
1975. 



Recoverable reserves in the region as of 1975 accounted for about 1*5% of 
total U*S. reserves. Preliminary net production in the Great Lakes states in 
1975 accounted for slightly less than 1% of U*S. production. 

Crude oil reserves in the Great Lakes states are also a small fraction of 
total U.S. reserves, as shown in Table 5. Crude oil production in the four 
Great Lakes states in 1975 kccounted for about 2,2% total domestic U.S. produc- 
tion and proved recoverable reserves amounted to 1.2% of total U.S* recoverable 
reserves. 
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V \- TABLE 5. . . 

ESTIMATED P^VED ^COVERABLE MSMVES ^ 

OF CRUDE OIL, 1975 ' ^ * . ' * 

' (thousands of barrels) ' * * 



* ft 


/Estimated 
" Productions 1975 


Reserves as 
of December 31, 1975 


Illinois 


25,434 ' - ■ 


160,986 ■ 








Indiana 




'42,629 


Michigan 


24,533 


93,312 , *' ' ; 


Ohio 


9,5?i ■ '" : 


12r,263 


Unltad States 


2,886,292" . 


''^ 32,682,127 




1 ■ H 








-1 ■ - - . 



Source: Same as Table 4. . , : , ^ f 

Because of Its abundant reserves of coal, a significant portion of electticity 
generated in the six states is based on ooal. Data for 1973, presented in Table 6| 
stow the relative proportion of fuel used in .generating electricity in the states. 
Ohio and Indiana presently produce most of their electricity by coal, Illinois, 
-Michigan, Minnesota, and Wisconsin have more diverse^ electric power generation 
bases^ with nuclear power playing a more prominent role. 

Trends in relative energy prices, supply availability, technology and 

4 

environmental considerations will lead to shifts in the composition of fuel use 
in the region* 
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TABLI 6. 

USE OF CO^ m ELEC^CITT GlNraATION, 1973 



Illiaeis 67 

9- 

ladtana 96 

Michigan 75 

Hi^jssta * ' * 52 

Ohis - ■ 96 

Wiacoftain ' * ' ^ 32 



Sabrce: Bureau of M.sas Inforaaci0n Circular 1975; Fusl and 
' Energy Daca, 1973* ^ 1 
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REGIONAL ENERGY DEVELOPMENT , i 

^ ^ . ^ ( 

TiiB National Energy Plan th^t must eventually b^agreed upon will undoubt^ 

edly depend upon efforts to increase dolnastic energy product ion, a strate^f 

that will have Important consequences for each section of the countty and a 

strategy in which the Great Lakes ^ by necessity * must participate. 

The National Energy Plan sent by the President to the Congress ^ while 

stressing energy conseri/at Ion' measures ^ rests on several presumed increases in 

' domestic production that must involve the coal and potentiaJ#> of f shore oil and 

gas in various parts the nation. ^ ^ . ^ 

'Because of its role as both a major energy supplier an^ a major energy 

consumer J the Great Lakes faces important problems in making the transition 

towards higher relative energy prices How smooth the transition away from an * 

economy ba^sed on cheap energy actually turns out to be will depend oh both 

regional' and national policies. Of partib^ar concern for the Great Lakes 

region are the following items : 

• Acceleration in development and use of regional coal resources. 

^ % 

• Acceleration in development of regional natural gas and oil, 

^ including possiBle drilling in the Great Lakes, and development , 
of shale sources^ ^ 

• Rxpan.slon of the role of nuclear power in regional electricity 
generation and consideration of ways of achieving greater effi^ 
ciency through increased coordination of Regional power systems. 

• Increase in the use of solar energy as a supplement to conventional 
sources . 

Increased development of the nation^s fuel rGsources will have direct effects 
in the Great Lakes states, in particular, iTMnois , Indiana, Ohio and Michigan. 
Acceleration in the development of these regional resources Is not without 
4* significant problems ^and will invDlve compliance with strict environmental 
standards. - • ^ 



rubbers or be el|^ned by other 
, scrubber techndi^gy does = 



* / 

Coal , ^though the coal fleldr^af ' Illinois, plnd±an#, and Ohio contain ' 
vast r^ervM» th© high sulfur aontant the coaji restrict the extent to ^ich 
it can be usad% Federal air quality itandards llaiting the sulfur dioxide"*^ 
misaioni from power plant itacka ^mefes that coal in the middle weitern fl%lds 
can otO^y go to boilers equipped with stack gas sc 
^methods. Although still costly and controversial 
appear to be emerging as an aconomically viable kltemative for using locats 
high sulfur cokl , * - ^ 

^ Air quality standards are. hot the only constraints on development of 

i ] ' ^ ■ ' j ' 

Midwestern coal reserves. Strip mine-^eclmiation requirements increase the * 

cost of surf jce-mined coal. There is also the issue of tradeoffs between strip 

mining and prime fa^oland in t^hm^oal-and-f arm belt of Illinois and Indiana* 

Rail and waterway ■^transport capacity also will constrain rapid Mcpansion* of 

! 

coal production, Hpalth and safety standards for miners and labor instability 

pose other challenges, =-0n a global basis/ significant increase in coal burning 

could raise the level of carbon dioxide in the atmosphere ^ causing significant 

Increase in average tmperaturas. ^h^se considerations weigh heavily against 

any signif ica^ near ^erm (next five years) ^pansion in Great Lakes coal 

# 

production. In the Ipnger run, however ^ advances in technologies for pollution _ 

/ * ( - ^ 

controlj coal gasification or liquefaction j and coal clea^iMj togathet with 

improvanenta In the rail system, should'-satisfly the necassary conditions for 
expanding regional coal product ion* h 

Gas and Oil , Though small in comparison to the Gulf of Mexico and Atlantic 
Continental Shelf ^ deposits of natural gag and oil along the eastern side of 
Lake Michigans in and around Saginaw Bay-, and in the Lake Erie Basin are 



* - 

Kansas City Power & Light, after " extensive expermentation with maintenance 
and corrosion control, is now operating the scrubbers on its 820 megawatt 
coal-fired plant at 95% availability rate compared to 55% in 1973 (WALL 
STREET JOURNAL, Tuesday, June 14, 1977), 

164 



iuptly to the Great Lakes mcbnomy. In the 
U;S» .tertltorlal waters of Lake Erie are an estimated 600 billion oubic feet 
to 3 trillion cubic fieet of recoverable gas based on U*S. Geological Survey 
estimates* Bang on .drillings impbsed in the si^tieli to response to enmron^ 
cental coneerns, are now being reevaluated in light of the current energy * . 
situation. Ohio has a major portion of th« U, S, side of Lake Erie under its 
jurlsdictio^^^^^would stand to gain the most from development of the lake. 
Undeveloped on--shore sites in Ohio, however, of f er^ less costly source of ^ ^ 
supplMental gas supply for the state* Removai of drilling bans on the Michigan 
portion of Lake Erie would raise the issue of drilling in the other lakes 
lyirdering Michigan. Because of the importanC'e of envirom^tal quality to the 
local tourist economies along Michigan's shore, prop*osals for lake drilling 
are likely 4o meet with significant opposition* 

Although it is probable that Great Lakes gas will someday be developed, 
how, soon and in what mannar^ will depend on saveral factors. Reduction in the ^ 
rate of growth of U. S. energy consimptiohi cdimercialization^of solar energy, 
development of nuclear power, and imports from gas producing areas of Canada or^ 
Alaska will reduce pressures for eKplQitatJon of gas reserves in environmentally 
sensitive arearsuc^ 

\ 

JJtftural gas and oil from aastern shale represants a potantial 

^ ~ * ' ■ f ' 

fossil fuel resource of considerabie magnitude In^tha Great Lakas region. 

Distribution of these deposits is shown in Figure 1. Michigan alone 

is estimated to have shale containing organic content equivalent to 60 tteies 

the nation's current crude oil reserves*. Technology for utilizing this 

resource is still in the experipental staga. It involves methods of increasing 



* Mr. David Matthews and Dr * John P. Humphrey, *'A Search for Energy from the 
/ Antrim," Paper Number SPE 6494, American Institute of Mining, Metallurgical, 
and Petroleum Enginaers, Inc., 1977K 
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the flow of gas by roeans such /ai fracturing of the shale/ Attempts to develop* 
Michigan* oil shpla have involved use' of underground high-pressure air and oxygen 
as react^ta* Hydtaulic fraoturing and chemical explosives ,ha^e been used on a 
massive scale in jatterapts to generate the necessary fracture ^permeability' for in 
situ retortiog* Use of t|iese on a cotoerclal basis is still several years away. 
Developmant will require fur ther advaric^^ Jji—the state of the art of production tech^ 
no^^y as well as further cises in th^ relative price of easily ^accessible supplies 
of oil and gas* There are already sp|veral million dollars of federally supported 
research 09 the development of gas and oil from regional shale deposits* Ac^dlera^ 
tlon of this research as well as a rise in the relative price of conventional sources 
of gas and oil could lead to more rapid development of thereglon's shale, oil 
and gss resources* ^ 

' Electricity GeneraCion and Nuclear Power Development* As a r^egionj the Gr§at 
Lakefe states produced almost 40 pereent'^of the nation's nuclear-^generaced ele^ricity 
in 1973* Actual and projected fuel composition for electricity production in the 



East North Central states is shown in Table 1* Nuclear power is projected 

to increase tnore than threefold in relative share by 1985 with aoal ^declining in 

, relatiye impc^tance from 82 percent to 66 percent in relative share. 

The projected 1985 reliance on nuclear power in the Great. Lakes region reflects 

-^assumptions about the real costs of oil and other fossil fuels and the speed with 

" ■ ■ ■ . 1 ■ 

which transition to nuclear fuel can occur. If the past several yeafll are typical, 
siting problems and construction delays will be major Impediments to the increased , 
use of nuclear fuel as a source of electricity generation. It will be essential 
that these impediments be surmounted as legitimate environmental and pubTic safety 



Solar Energy. In addition tio space heating fTom tolar sources, solar 



requirements are met. * . % 

energy development potentials include aupplementel electricity generation by 
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TABLE I 



PIRCpT CONTRIBllTION FROH EACH FUEL TO REGIONAL AND TOTAL U.e.'ELECTRICIT? GpERATlON 

i 



Coal 011/Gaa Huclear Hydro \/ Qther 

1960 4974 1985* 1960 M 1985* 1960 19JM985* 1960 19?r 1985*^ iS 19?^ W 



NprtheaBti 



NewEngUnd 50,3 ?.i26.8. '31.7 5L3 28/4 , 0.1 24.4 41.0 17.9 6.9 3,9 -™ ™- 

iAElintlc 69.3 kin 47.9" 18.5 36,2 13,6 ( ■ ^ 8.5 29.9 12.0 12.6 '7.3 "™ — ,1.2 



E. Rofth Cfntral 93.S 82.0 66.4- 3.8 8,7 5,8 0.2 8.3 26i3 2,3 1.0 0,6 1.0 
W„ NorEh Central 40,3 54.4 70.1 46 J 27.2 4,| ™ hi 17,2 12.6 10.7 ll 0,2 — — - 



S South 



South Atlancic 66.3 54.9 52.6 .20.2 32.5 10.3 , ™ 7,4-i2.0 13,5 5.2 "7.3 — - — = 1.2 

E, South Central 74,5 76J 50.8 5.5 5;4 4,5^ , 3.6 37,3 20.0 14.5 7.4 

H. South Central — 3.0 20.6- ' 95.7 92,6 55.3 . — 0.2^ 22.8 4.3 4.^ 1,4 — =— '™ 



Vest 



11.8 46.3 48,7 36.6 23.2 16.9 — ™ 14.9 51.6 30.5 15.2 ll 
Pacific , ™- 1.7 4.7 42.0 27.8 19.9 ™ 2.8 10.2 ■ 58,0 66.7 62,2 =™ 1.0 2.'5 

53,5 44. S 45.4 27.1 33.2 16,1 0,1 6,0 26.1 19,3 16.1 11.5 0.1^ 1,0 



*A8Bufliing a 113 per barrel c.i.f, price In 1975 dollars . 

Source! National Energy Outlook j Federal Energy Administration, FEA-N-75/713, U.S, Govfiinment Printing Office, 
Waflhlngton, 0,0., lebruary 1976. , , 

0 ^ ^ 2 j ; 



I. 

wlniaill, particularly along the shores of the Great Lakas, and bio-^conversion 
making use of the foraated areas of the Upper Great Lakes states .Use of ^ 
technology and manufacturing base of the region for producing solar fenergy 

» ■ 

equipment Is also a long-run possibility, 

I^^ACTS OF NATIONAL ENERGY POLJCY ON REGIONAL 
REGIONAL AUTO PRODUCTION 

Efforts to increase the fuel efficiency of the American automobile are 

also of direct interast to the Great Lakes region. Because of the high region- 

al concentration of automobile manlifac Curing and related industries , national 

policies that impact the demand for^^^eripan automobiles have direct implications 

for regional employment arid income. Taxes on cars with high fuel" consumption 

can be expected to shift consumer demand v towards more fuel efficient cars^ 

J, 

either American or foreign made. To the extent that total demand for American-^ 
produced autos is affected, this portion of the transitional cost^ in adjusting 
to increasing energy scarcity and higher prices will fall disproportionately on 
the Great Lakes region (sea Appendix A for detailed analysis). 

^ • " RECOMMENDATIONS 

v 

Because energy availability and prices ace crucial in the functioning of 
our highly technical economy, reconmiendacions that focus specifically on the 
Great Lakes region will also involve other ievels of government aa well as the 




Of particular interest is the development of a process for transforming 
organic waste materials (triimnings from forestry operacions for example), 
using high pressures into a pelletlzed product with a BTU content comparable 
Co mad linn- grade coal. This process has been developed by a company on tfie 
West Coast and produces a product^ which has a lower C.I*F, price/million BTU^s 
than oil or natural gas. Tha other interesting aspect of this material is that 
it burns with little or no pollutants . Capital costs for constructing a 200-- 
300 ton/day plant are'^low, making decentralized locations attractive, ^Given 
the abundant forest resources of the ^Great Lakes region, this technology holds 
many Interesting possibilities. It also raises the possibility of increasing 
the economic feasibility of more intensive forest management on presently 
under^utilized areas, 

'k'k 

Includes Ohio, Indiana, Illinois, Michigan and Wisconsin. 
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private secCor, Tlie reGoiwiend'ation^ outlined belaw rBlate to a variety 
«of actions which will influence energy developmant p f ual composition, and ^ 
' energy prices, bot^i nationally and in the Great Lakes region • 'Because of the 
interdependence 6f energy systems, several "of the reconsnendations relate to-' 
th^e posture of the Great" Lakes on critical national issues rather^ than region- 
' specific actions* Recommendations are organi-ted according to actions which 
influence Federal policy j actions whicB-^ are regional in scope, "and those which 
are best handled at the state level. 

'.Federal involvement in the energy field is significant, ranging from regulation 
of energy prices to support of researcli and developraent efforts.^ 

1* Regional Posture on Federal Energy Price Regulation, 



. Present regulation of the well-head price of naftural gas pruduced for interstate 
<^ shipment encourages consumption and provides little incentive for exploration 
and production for intersta'te shipment. While higher prices of natural gas Kill 
naturally affect donsumers in^ the Great Lakes region, it is in the region's 
long-run '^interest that natural gas be priced to reflect its scarcity value. 
Pricing to reflect the opportunity costs of natural gas would promote conserva- 
tion efforts, substitutions to other forms of energy such as solar, innovations 
to increase the efficiency of energy use, and efforts to locat^^ additional 
supplies * '}lVhether rationalization of the energy pricing area involves ultimate 
deregulation, or pricing on the basis of the BTU value of gas regardless of 
^N>5here it is shipped, long-run certainty in regional supply would be enhanced. 
It is recominended _tha^ j:jgiQn^j._ I^eaj^rj^ support ratiQnalizaticm_ of__the j 
nattgral gas pricing by t he Fed eral Government . 
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2. Federal Research and Devalopinent on Use of Hlgh=Sulfur Coal 

The Federal government^ present ly spends about: $500 million on Research related 
to the use of coal: It is important that the region understands how various 
dirnedi^ions of this research Viay affect use of its abundant reserves of high^sulfur 
coal. It is recommended th^t a study be. conducted to synthesize' existing research 
on the technical and economic cons t rain ts of using high-sulfur coal and the present 
state-o f-the- ar^t £yd research efforts for dealing with .existing constraints . 

Several potential energy problems ,ha.ire regional dimensions which may merit 
interstate cooperation and pooling of resources. These arqas relate to energy 
development and the impacts of national energy policy on the regiiinal economy-,* 

3 • Research o n Shale Oil and Gas Devel opmant 

Because of the vast physical p^otential of the sha^le underlying the Great Lakes 
region. It is in the region Vs interest to encourage acceleration of federal research 
on the development and commercialization of ^ this resou^ce^. Fooling of regional funds 
to supplement present levels of federal , support may also be possible. It is recom- 
mended that the states seek additional f ederal suppprt for accel eration of shale 

oil and gas development. . . 

' , ' ' ' s ' \ ■ 

4. Research "-and Planning on 0x1 and Gas Drilling in the Great Lakes 

• : ^ ^ ■ - > 

The small nmount^i^'ot oily an^xgas in the Great Lakes are potential regional 
energy sources of considerable controversy. Because of the potential benefit - 
to the region and the potential^inpacts on certain local areas, it may be useful ^ 
to conduct a broad regional assessment of the possibilities and constraints of 
development of this Resource . It is recoimnended that the merits of a multi-state 
study (primarily Qhio and Michig^iri) be explored . / 
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5- Analysis of the Effects., of Proposed National Energy Policy on the Great Lakes Region 

Because of the dependence of this region's economy on the demand for 
automobiles, national efforts to increase auto fuel efficiency have major implications 
for the region* I t is recommended that the auto-produclng, and supplier states 
undertake a broad examination of imp^licat ions for th e region of the transitian\to 
more f uel--ef f icient dHitomobiles * ' . 

^ . Some energy issues are best handled on a state-by--state basis, with interstate 
planning as appropriate p 

6 * State Plannin g for Energy Emergencies 

Particularly in the area* of natural gas supply , state economies are vulnerable 
to supply disruption. Although only Central Ohio experienced severe disruption 
during the extreme cold of early 1911^ evaluation of contingency planning and 
methods for reducing the economic impacts of future weather^related shortages 
could be ej^sploredt Areas for expanded interstate cooperation in planning of storage 
and in exploration for new sources of gas are also subjects for consideration. 
It- is recoimie-nded that an agenda of intra- and intersta te topi cs be developed for 
\ consideration by the indi vidual states as appropriate * 
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F , TRMSPORTATIQN AND DEVELQPmNT OF THE GREAT LAKES REGION 

1, Enhancement of the Great Lakes/St. Lawrence Seaway system can make an 
important contribution to the region "S economy. Extensive studies 
are available on the feasibiliry of season extension and water levels 
regulation, 

2, Enl/ancing river commerce also 1% important to the region. The major 
issues here are cost recovery on water commerce and extension of the 
locking capacity at some points* 

3, Rail deterioration and abandomnent are major concerns ^ particularly 
to smaller towns and manufacturing centers, 

4* Enhaticement of air facilities and service are needed to help some 

urban centers develop their full economic potential, 
5, Although the interstate system is virtually complete in the region, 

some\reas, particularly the North, remain isolated. There are problems 




with the secondary road and bridge capacity in som.e areas. 



I 



The combination of low^cost trans'p^rs^j^ii^^ Ma -the Ohio River, the Great 
LakeH and the MissiyHippi, and abundant respilr&s : &purrk^d early development of the 



GrBat Lakes region. Major man_ufacturin|^-^nU"^'Mf m such as Cle' 




Bvel^d 5 



Detroit, Chicago, and Cincinnati owe their e^r l^evelopment to access to water 
transportation and proxi^ty to raw mater J^Tg ^and*. product markets. Advent of 



the railroads granted interior locacions the c^^A^^t" transporfcation access ♦ * 

necessary £or manufacturing development. Devel^^p^it of auto and truck trans-- 
portation and air travel have further dispersed '^^^^ spat ial .location of 
economic activity in .the Great Lakes region as in^ther regions of ' the nation 

~ 1 - ' '~ 

Today the region is served by a complex interTQod|jblrsy"stem* This transpor- 

'.1 . - . i 

tat ion = system cc^isiats of several major airports as well as a national and 

/ 

international hub airport (Chicago) ; an intensively developed river navigation 
system; access to world shipping as well as domestic bulk ^commodity shipra.ent via 
the St. Lawrence-Great Lakes sy§tem; extensive but deteriorating rail capacity; 
and a well=developed interstate highway system. These tfaniportation facilities 
represent a major economic asset to the region and help to detenivine its 
comparative advantage, Some aspects of these^ various transportation systems , 
however , are also the source of potential constraints on long--fun efforts to 
"revitalize the r e g io n ^ s e c on omy . 

The survey revealed a variety of perceptions on problems and potentials in 
all dimensions of the region's trarisportation systems J These perceptions can 
be summariEed according to the four modes and include: 
Wa t e r T r an sp o r t a t i o n - 

• There is broad concern'' over the competitiveness of the Great Lakes/ 
St. Lawrence Seaway system. In particular, differences in the level 
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of fedaral subsidy to the system appears to increase the ^orapeti tive= 

ness of inland waterways relative to the Seaway for some commod i t ies . 

Efforts to lower Great Lakes shipping cost through season extension 

and ^-regulation are projects that hav^. been considered. ^Larger sized - 

^vessels would create additional demand for new construction and channel 

deepening. - Finally, concern over, intet^national relations that raay 

exist QOuld affect costs of shipping via the St. L'awrence. 

• Concern over capacity constraints on the inland waterways (locks, 

chajinel depth,* ■ etc . ) and efJorts to begin implementing cost recovery 

' . ■ ' . % - 

of •'publicly 'financed infrastructure through user charges are dontinuing 

Issues in the region- 



Rail 



Concern was voiced over the deterioration of the region *s rail 
infrastructure and the abandonment of rail service to smaller 
conmiunities dependant on rail shipment of. agricultural or locally ^ 
produced goods. 



Air 



9 Though the survey did not reveal explicit perceptions on airport 
devolopmcnt problems , tiie region does face major issues on whether 
to construct new regional airport fa'cilities offshore in the Great 
Lakes, 

• Concerns here fgcus on the issUe of highway financing. In particular, 
the effects of gasoline conservation efforts on state gas tax 



revunues and ac same time, tlie need to make available the proceeds 



from the collection of gas taxes for other modes of transportation' 
ware saen as region-wide highway^related problems , 
The following section presents a brief overview of these perceived issues 
and makes some recommendations on ways that new regional policy initiatives 
could benefit from regional transportation development revitalization* These 

issues are discussed below: / 

C ' ■ ■ 

3etitiveness of the Great^ Lakfes/St . Lawrence Seaway Systc 



Enhancement of this system is important to the region's economic viability 
^fpr several reasons^ The cost of shipment of bulk commodities is an important 
comparative advantage for the. region in heavy manufacturing location and ' 
investment decisions. Costs of using th_e St. Lawrence' sys tem, for 
example^ influence the cnsts of basil c industries such as steel. Agricul^tural 
exports are another important commodity moving via the St. Lawrence. 
Lake w^ter levels and the length of the shipping season are critical ecements 
to industry and shipping in terras of how large winter inventories must be and 



nav 



^Sbw. heavily vessels can be loa.ded and still iiavigate interconnecting waterways 
and harbors. Lake wat^r levels also influence the need for dredging and the 
social costs associated with disposai of dredge spoils* Extensive technical 
studies have been conducted on the feasibility of further regulation of lake 
levels and the extension of the navigation season. 

Great Lakes Water Levels Regulation . In 1964 5 in view of record low water 

livels, the International Joint Commission, in response to requests of both 

/ ' _ 

Hi) Great Lakes Basin Framework Study ^ Appendix 09^ Conmiercial Navig ation, 
\ Great Lakes Basin Commission, Ann Arbors .1975. 

2) Great Lakes Basin Framework Study, Appendix 11, Levels and Flows , Great 
^ Lakes Basin Commission, Ann Arbor, 1975, 

3) Regulat ion of Grea t Lakes Water Levels, A Summary Report, International 
Great Lakes Levels Boardj 1974. 
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tha^, S. and Canadian Governments, established the International Great Lakes 
^^^^ 

^Levels Board to study the problem of fluctuations and to make recoimnendations 
to^ €!ie Commission. The Board concluded its work in 1974 at a per)LOd of histor- 
Ically high lake levels. 4 final report was released in 197^. The report 
concluded that at the present tim^, complete control of 'the lake wat^ ^vels 

(Superior and Ontario are already partially regulated) would not produce 
^benefits commensurate with costs. Further regulation of Lake Erie will have to 
be considered in light of environmental effects. Learning to live in harmony 

with the natural fluctuation of the Great Lakes appears to be the only present^ 

^^^^^ 

ly. viable alternative, ^ 

Navigation Season Extension . Ice formation in locks and interconnecting 
waterways a,nd stormy winter weather generally limit the navigation season on 
the lake system to an eight-- or nlne-inunth period, depending on the sevt^rity of 
the winter. Extension of the shipping season would benefit the regional 
economy by reducing inventory costs , providing more efficient utilization of 
port and seaway facilities, reducing b^ulk commod^.y shipping costs through 
substitution of water for rail transits and increlising the utilization of the 
freight fleet. 

A variety of studies have been conducted to show the benefits and costs . 
of navigation extension. They show benefit-cost ratios greater than one 
^indicating the ecofiomic potential of extending the season. Many factors must 
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be considered in judging the merits of season extension,* however, ^The^ 
include the role of changing technology in transportation including container- ' 
ization, the anie^nt of general cargo that would move during the ^tended serfson 
and the environmental costs and human risks *associ^atad with wint^er navigation/' 
Pr.oblenis of navigating during winter weather (^uoy location^ channel demarca- 
tion^ ate.) also presant significant problems. Costs of insurance^ for increased 
> risks are also significant.' . 

Watayway CHargas. Through user tolls,, the St/Lawrenc'a Seaway was intended 
to be self=liquidatinp, but in 1970^all IJ. S. interest cbstfs' ware |oigivan, 
eliminating a need for an increase in tolls. Transportation costs^f the Seaway 
are also affected by subsidies from hydroelectric power production. ^Federal 
policy on financing of waterway systems is presently under debate and the ^ 
outcome *ill affect the competitive position of water borne shipping^ as well as 
the relative .positions of the St. Lawrence and inland flow systems. 



^Examples include: 



(1) ^ Regional Economic Analysis Division, Bureau of Economic Analysis. 

Social and Economic Statistics Administration, U.S. 

Department of Commerce. "Economic Effects of an Extension 

of Great Lakes-St. Lawrence Shipping Season on General Cargo 

and Related Industries: A Summary Report." 1974. (Mimeographed), 

(2) ^Schenker, Eric, e^. _al. The Eco nomc Merits of E xtendlnfi the St. 

Lawrence Seaway Navigation Seas on. Milwaukee: Center for Great 
, Lakes Studies , 'University of Wisconsin-Milwaukee, 1972, 

(3) Sehenker, Eric, et. al . E^x tending the St. L aw rei^nc^ Seaway Na vlgatj-on 

Seas cm = A Cost=Benefit Apprdach, Milwaukee: Center for Great, 
Lakes Studies, University of Wis cons in^Milwaukee , 1972, 

(4) U.S. Maritime Administration, U.S. Department ot Commerce . The 

Great Lakes a n d _ 5 1 * L aw r e n e e S e aw a y S t u d y_ o f ._! n s u r an c e R a t o s > 
Washington: U,S. Government Printing Office, 1972^ 
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Ctianglng Technology « Qve^eas shipping from the Great Lakes ±s also 

■""1 

important to the Great Lakes regional^ economy. The movement to containeriza- 
tion in the mid^l960's has affected the conipetifiveness of the Great Lakes 
ports since physical constfaints liifiit the size of containerized .vessels th&t 
can enter the Great Lakes sySt^mt* ^ ^ ^ . 

2* Inland Waterway Devalopment and Financing i ^ ^ 

Development and f dancing of- the region's rivfer wmter t*ranspdr^"^system is 
the subject gf public policy debate* Major Issues relate to institution of user 
charges, tj^e economic justification of increasihg depths in some sectionsj; the 
need a^d egonomic justification for expanding ^locking capacity, * arid £he environ^^ 
mental costs of various development p^s?'jects. 

The U. S. inl^md waterway system is an integral part of the transportation 
infrastructure serving the mid=continent and coastal economies. As suchj the 
barges and tows accoramodate a vast ^irray of bulk commodities and some general 
cargoes. The largest proportion by weight is bituminous cpal and lignite 
followed by crude petroleum and petroleum^related products. Other major bulk 
Go^odities include grain and grain products, rafted logSj basic chemicals and 
products, crushed stone, limestone flux, and calcareous stone, and iron and 
steel products. The portion of the ipland system serving the Great Lakes states 
include the Ohio, Upper Mississippi ^ and Illinois waterways. General factors 
influencing shipping costs on this system Include barge and tow technology 
and scale which in turn is controlled by physical dimensions of locks and 
channel depths; by capacity of locks in terms o^V#peed with which tows can be 

f" 



* An excellent analysis of techdical and economic aspects of Great Lakes 
shipping is The Great Lakes Trjinspor ta tion S ystem by Eric Schenker, 
Harold M. Mayer and Harry Brockel, University of Wisconsin Sea 
Grant College Program, Technical Report No, 230, Madison, Wisconsin, 
January 1976. 
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is • - . ^ 

^handled; by the nuinber of locks in the system, and by operating costs such as 
^ labor, fuel, and tolls. ^ * 

* Public Bector physical investments in thiB system involve both deepening 
of axisting channels (preBantly at nine feet or greater in mgfijor sections of 
the system) and expanding dam and lock configuration or handling capacity 0f 
locks. Development and TQanagement of the system is the ra^onsibility of the 
. ^ U. S. Army Corps ol Engineers* 

Private ^iiector actions that will potintially affect inland shipping costs 
" will probably come phrough coordination of serviGes by the various modes and 

through development of containerization allowing combined service of inlan^ 
water transportr- with rail and highway op^arations . 

.While the inland waterway system serving the Great Lakes region will under^ 
go periodic investment in upgt^ading and e-Xpandlng of capacit^^ major large scale 
changes appear unlikely for several reasons* Firsts such projects as extensive 
deepening (to a 12 channel throughout) entail environmental costs that are 
probably unacceptable rtot to mention their economic J^easibility , Second j rising 
^ construction costs have probably affected the short-term economic feasibility 

^ of some improvements. Finally^ proposed changes in the financing of federal 

water resource projects may affect the tolls charged users, adding a cost to ^ 
inland/wat erway ship^ping whichs if passed, will influence growth in demand for 
w£^^^-borne shipping* - 

For the above reasons s improvem.ent in t?ie^ inland waterway system, while 
an important contribution to holding do^^ real bulk transport costs ^ can only 
offer a gradual influence on the region comparative economic advantage^ 



* Charles W. Howe, Inland W aterway Transportation, S tudies' in Public and 
Private Management and Investment De clslqns , R e sour c e s for the Future j 
Inc., Johns Hopkins Press, Baltimore, 1969, 
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3. Rail Deterioration and Abandoiunent 

^llroads are the other large mover of bulk comaodltlasi particularly in 

'a- IB _ ' 

tha land region. The problema of major segm«nta of the railroad industry are 
well-^iftwn/ They involve the compl^ity of regulatory cQnetralnts, different 
tlml sub^dles between aompetlng modes, s&anag^ent ^problems » and labor cogts 
#nd work rulei* As a consequence, return on investment has been affected, 
service has declined, and several bankruptcies have occurred. 

Last year, Pfenn Central and five other bankrupt eastern railroads were 
combined into a government-aided entity, Consolidated Rail Corp, CCONRAIL) * 
Impl^entation of this consolidation has and will mean abandonment of low 
traffic segmentSj prdjaarily those aerving rural small tovma. Loss of rail 
service for theee comunltlas will rfean higher cost truck transport and uri-- 
favorable impact a on agricultural storage^ buainesaes, as well as effects on 
transportation costs of other rail-dependent businesses* 

The major iaaue for the region is what form of regulatory 
change and rate changes and Federal subsidy are necessary tot private 
sector revitalization efforts and what are the reasonable alternatives 
for public/private sector initiatives* Redevelopment of the region's 
railroads will be crucial to expansion of coal production needed to 
meet the national energy situation and to long-term creatJ^on of a 
balancedj energy-efficient transportation system. 
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4. Regional Airport Expansion and Devalopttent ^ 

Location of major new airports la a subject of considerable controverfly 
in some sectione of the region. Two offshore sites CChicago and Cleveland) 
have been proposed which would minimize the impacts of noise on residential 
areas but which will pptentially cause other enviroMiental probl^s. Growth 
of regional air travel will require solutions to over-^ttoed capacity at major 
airports and is likely to be a difficuit problCTi to resolve with new land ^ 
sitea/. Long-run land banking for expansion and strict land use controls will 
be necessary if major airport ne^ds are to be met within enviroimientally 
tolerable limits* ^ 
5- Highway Financing. and Sharing of Higlway Revenues 

Though mostly completed, the interstate system still has some links to be 

built • More Important for the region is the ability to finance improvements 
and maintenance of existing secondary roads and to iJiiprove bridge capacity. 

National efforts to slow or reduce the growth of gasoline consumption will ' 

affect e€ch state's ability to improve highway gys terns. Financing of alter- 

nate modes of transit from gas tax revenues is also -an issue that the region 

must consider in efforts to 'create viable alternatives to the automobile in= 

urban transportation. 

REGO^MENDATIONS 



Because most transportation issues are integrally linked to Federal 
policy s the individual states should be In a position to evaluate their own 
"and region-wide Implications of proposed policy changes. Of particular con^ 
cern should be the drrect and indirect effect of federal capital and operating 
subsidies and federal regulation on intermodal competition^ particularly as 
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it mffeets bulk commodity shipmerits, A major regional concern ahouid be that 
federal transportation policy be as neutral as possible in tenns of the cost 
competitiveness of alternate modes* While t^e region might benefit in the 
short run from the explicit subsidy of one mode over another ^ fu^re changes- 
In a given ^ subaldy pattepn can mean significant dislocation in industries 
grown dependent on the topliclt or explicit subsidy, 

EKaminatlon of Federal Regulatory Effects , ^ ' _ ^ . 

On the basis of the above, it is recoBmaended that the states develop a 
* broad-baaed position on impendtog federal regulatory changes affecting regional 
transportation. ^ 
Examlnatlpn of Federal Financing . 

Similarly, the region should support changes in federal flWncing of water'- 
based transportation which is relatively neutral between systems in terms of total 
' private sector cost of using the system. Further , the region should encourage 
examination of the effects of federal financing on the distribution of bulk 
shipments between competing njodes, • 

While constrained by the extent of federal involvement in transportation 
policy, there are some things the states acting together can facilitate. One of 
these may be intercity and interstate rail transportation, particularly .passenger 
service* 

» ■ 

Interstate Rail Passenger Planning . , ^ - 

= f 

Because of the number of potential high-density traffic corridors in the region* 

> 

the states should explore ways In which they can facilitate the upgrading of intra^- 
and interstate rail passenger services Examples may include renovation of downtown 
stationSj state support for upgrading railbed or joint federal-state programs to 
expand passenger service* Such efforts could serve the additional purpose 
of creating semi-skilled employment opportunities for the urban unemployed. 

ERIC 



G, WATER ^^D. FUTURE DEVELOPMENT IN THE GRMT L^S REGION 



Ovaralls water is diii of thi teglon's greatest development assets, 
especially when comp&red to the West; however , some areas do hava 
problems of .overu^iliaation and supply shortagea. Others Have > 
severe pollution problams that prevent further development ot. water- 

using Industries, 

The region's costs of providing adequate waste treatment facilities 
are now higher and are projected to be higher than tJther parts of the 



ess 



United States on a per c^ita basis , yet it is presently receiving 1 
per capita than other areas from federal grants for sewerage treatment 



facilities* 
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WATER RESOURCES 



At.a time when water ava±l;abi|ity^ta, emerging as a major constraint on 
developmant in some sections of the country, the Great Lakes regibn is blessed 
'■- with the largest fresh wafer resource in the world. The Great^ Lakes and the Ohio 
and Ml^slsslppd River systems represent natural resources of tremendous economic 
and enviroMental value to this region, V 

In the early stages of settlement, they served as major transportation routed^, 
li^ater supply, and provided food for early fisheries. Today these water resources 
service^ a complex set of demands, some in direct conflict with each other. Trans- 
portationi industrial and munic^al water supply, and waste disposals sport and 
coBmercial fishing, a variety of outdoor recreation activities , and aesthetid 
values lendi^ significant character to the region represent the variety of demands 
* on these resources. Balancing trad^'offs among competing uses and managing 

water resources for long-term benefit represent major challenges to the states irt 
this regions 

• f 

y Although not eKplicitly articulated in any of the interviews, many conflLrts 
between economic development and environmental interests hinge* on present and 
future trade-offs in use of water and water^land related resources. Trade-off^ 
includes . - . 

* Waste disposal versus various forms of recreation and preservation 
of fish and wildlife habitat. 

* Maintenance of navigation depchs versus fishery habitat or scenic 
characteristics (i.e., the issue of dredging and spoil disposal)* 

* Private sector shoreline development versus- preservation for open 
space and public access. 

* Industrial and transportation devGlopment versus preservation of scenic 
and amenity values. 
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Policies and pianning tpx managing water and \Mter-land related resources 
must provida mechanisms for consideration and^rotection of public values and common 
property resources while minimizing regulatory and procedural costs and uncertainty 
which stifle regional investment. In addition to special Industrial effluent 
limitations, stream water quality standards and area'^wide waste water management 
planning (Section 208 plana) called for in the 1972 Water Pollutlbn Control Act 
Amendment e, some subregiona also must participate in coastal zone management ' 
planning^ HUD 701 planning. Overall Economic Development District Program planning , 
in addition to Framework Level River Baain planning. 

Although the overlapping planning ^ fiscal and regul^ory functions of various 
federal/state programs affect water resource planning throughout the nation , the 
intensity of water resource use and economic ^eveippment in major areas of the 
Great Lakes states exacerbates the problems of ffaiancing conflicting uses through 
o|rerlapping planning and regulatory efforts. The intarnational boundary on three 
of tha four G^eat Lakes in the region adds to the complexity of water resource 
planning and management, 

\ Whi ' he survey revealed various perceptions relative to the above water 
resource ^ riues^ two maj.or coneerni stood oyti m 

* Concern over water supply availability in some localities ; ' =- 

r 

* Concern over water quality and the level of federal support 
being provided for waste water treatment. 

,1 

1 . Water Supply 

On the average, the six Great Lakes states are abundantly endowed with water 
supply. As shown in Figure 1, the region is drained by three major water systems^ 
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tha Ohio* Upper Mississippi, and Great l^kes Basins. Ist^^ed freshwater consumption 
Is small ralatlve. to mean annual runoff in all these basins* Withdrawals , on 
the other hand^ are estimated at 62% of mean. annual runoff in the Great Lakes Basin 
compared to an average of 30% nation&lly. The rates for the Ohio, apd Upper * 
Mississippi Basins are estimated at 29% and 25% ^ respectively, ti^iie spaclflc 
meaning cannot be ascribed to these average figures , the withdrawal rate for the 
Great Lakes Basin is indicative of the intensity of water use in the region. This 
is also one of the highest ratios' of withdrawal in the U*S, with the exception of 
the Western basins, A high withdrawal rate implies the need for extensive waste I 

water treatment and the potential for regional water quality problems* 

-_ • # 

In the Oreat Lakes aasin, the predominantly rural northern areas have abundant 
supplies of good quality water. Water availability and quality in the upper part 
of the region are anticipated to meet all projected long-term growth in Gonsumption 
and withdrawal* Major problems ^ however, exist in the highly urban southern portion . 

¥¥ _ - 

of the reglonj stretching from Milwaukee to .east of Cleveland. Water use in 
some portions of this area is in excess of that available on a long-term basis 
from, local ground and surface sources.; In /many areas withdrawal use exceeds 
available supply from interior streains* , The difference is made up =by, withdrawals 
from the lakes which in turn draw their water from the entire Great Lakes Basin* 
With continuing economic and population growth ^ it is expect,ed that more of the 
eKisting interior water systems will supplement their stream soqrces by drawing 
from the Great Lakes, Although ground water sources may be a problem in some 
locations s ground water sources probably could be more, effectively developed and 
utilized* ' \ 



* The Nation's Water Resources , United States Water Resources Council, Washington, / 
D,G* , 1968, " 

** Ibid . J. • , . . J 
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In thfe Ohio Basins abundant surface runoff and extanlive ground 
aquifers should provide for anticipated future needs, as |uming^ sound management. 
There are local imbalances, however, in some of the smaller tHbutarias with 
shmmer low flows some years. and floafding in others. Water quality problems do^ ^ 

i exis^ in this Ba#in, including acid mine drainage and he4vy sediment loads in 

, ■ ■ " " \? ■ - ¥ 

areas where extensive cultivation or strip mining takes place. 

In the Upper Mississippi Basin, which drains major portions of Illinois, 

Wisconsin and Minnesota,^ surface water supplies are considered presently adequate < 

but subject to Increasing Intensity of use. Ground water is abundant and relatively 

undeveloped, though highly pumped urban areas .are experiencing -a gradual lowering 

* of water tables* A major concern in the region is the maintenance of adequate 

water quarity at specific locations. As with the Ohio Basin, total availability 

..r. If. less of M^a problem than is timing of supplies (spring flooding and late sunsner 
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low flows) and local shortages requiring expansion of distribution systems. The ^ 
major future water supply problem for this Bffsin will be presiding water Of adequate 
quality in the right place at the right time. 

The major challenges in all three basins will be to increase the use of 
recycling and closed system technologies in order ^ to reduce growth in withdrawal 
use of water. Improving land use practice including watershed management and urban 
runoff control will also be necessary factors in enhancing long-^run water supply. 
The most critical element, however , will be to increase levels of industrial and 
municipal waste skater treatment in order that the ^region's water supply can support 
both increasing water withdrawals and serve major environmental and aesthetic 
objectives. . - 

* The Nation *s Water Resources, United States Water Resources Councilj Washington, 
' D.C. , 196?: 
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2. MBtBT Quality Control Requirementeg Costs, and Federal Support 

Large urban population eoacentratlonsj agricultural development, ^nd the 
older heavy manufacturing economic base have contributed to significant water 

quality deterioration in several of the regional water bodies. Lake Erie and many 

' " T- 

of its tributaries are major exampleB of degraded water quality in the region. 
Other problem areas include Saginaw Bay on Lake iluron% Green Bay on Lake Michigan , 
and the southern end of Lake Michigan,* Specific reaches of many of the region'^s 
rivers and inshore areas along the Great Lakes suffer degrad^ water quality in 
^varying degrees* Open waters of all of the lakes, however, are considered of good 
^ to excellent quality j with the exception of Lake Erie, 

Because of the significant^ water quality problems in the region, projected total 
per jcapya waste^water treatment costs are above the average for the rest of the 

nation, as shown in Table 1* Par capita costs ba^ed on the 1975 population were 

\ 

estimated to be $544, 31 percent higher than lo^^^he U,B. as a whole, A majority 
of the difference in cost,s;^ between the Great Lakes region and the rest of the nation 
Is attributable to control costs for combined sewer overflows* Netting out this 
category. Great Lakes' estimafied per capita costs for the 1975 population would 
be 8 percent higher than the U.S. average. 

» 

Table 2 shows 1976 levels of federal grants (actual outlays to state and local . 
government) to the Great Lakes states for waste water treatment and .basic water 
supply. The Great Lakes region received an average 1976 per capita grant for waste 
water and water supply purposes of $11,91 compared to an average of $12, 67 for the 
^ U.S. as a, whole and $12,88 for the U,S,, excluding the Great Lakes, Thus the rest 
of the nation (U,S, -Great Lakt received 8 percent more per capita in grants for 
water supply and waste water t^^^tment in 1976 than the Great Lakes, 
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* A detailed inventory of water quality problems in the Great Lakes Basin is 
contained in Appendix 7, Wate r Quality, Great Lakes Basin Framework Study, Great 
Lakes Basin Coimission, Ann Arbors Michigan. Appendixes from the framework studies 
of the other Basin Connnissions provide datails for the Ohio and tipper MississiDpi-^" 
|iver 'Basins. ^ . ^ hp - 
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These figures are suggestive of an ^balance between estimated regionai 
clean-up requiren^nts ^and the level of federal support for meeting the requirements* 
ConeluaionSt however, should not be drawi until €^deral outlays prior to 1976 
and future authority fo^ waste water treatment grants to the .region. are exam ined * 

RECOtPiENDATIONS 

1*- Review of Existing Studies ' . 

New studies should not be needed here because the water resources field has 
seen extensive studies (University Sea Grant programs, River Basin ^Commission 
Frmework studies, Office of Water Resources Research grants , University Water 
Research Institute studies, not to mention a number of fe&eral and state agency 
studies). Further work in this area for the Great Lakes region should be made only 
af t^t-^^Jfeful consideration of present and past ff forts* Multi-state efforts to 
synthesize and imptement recotmendatlons from previous planning efforts should 
take precedence over any new, large-scale regional studies, ' , * 

2. EvaiuatiQn of Waste Water Treatment Asslctan^pe ^ ' 

As suggested by the data in Tables 1 and 2, the Great Lakes stated received 

lower than average federal assistance for waste water treatment in 1976i but are 

^/ projected to have above average treatment requii^ments , Before ir^lVidual states 

begin efforts to secute addi^ional^ federal support for waste water treatment, it 

is re^coimnended that the total level of federal support prior to 1976 as well as' 

f 

budget authority for regional grants be determinad> If the region is below the 
national average^ based on past and projected federal outlays , it is ■reco^ended that 
state^nd local actions be initiated to secure grants in proportion to EPA 
estimated needs. * . ^/ . 
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II , AGRICULTURE AKD RURAL CQ>D-!UNITY DEVELOPMENT 



1, While other sectors of the economy overshadow agriculture in the Graat 
Lakes economy, farming employs over a million of the region's people directly * 
More significantly j agri-business remains one of the cornerstones of the region's 
economy: thus, its performance will continue to be one of the important components 
of the region^s overall economic health. 

2, Like farmers and ranchers everywhere , the agricultural coiranunity in the 
Great Lakes is caught in a cos t^p rice squeeze* Prices for all of the inputs to 
a farming operat ion-^-land , machinery ^ seed, fertilizer, and labor—continue to 
rise* Prices for farm products, however, not only are not keeping pace with 
costs, tliey also vary substantially from year to year* 

3* Changes in the buying and selling patterns for agriculture have left 
many rural farm market communities behind as farmers do their buying both for 
family and farm operations in the larger cities* 



1) 



The agricultural issues affGCting the region are basically the same as those 
impacting all agricultural regions of the nation. The issues relate directly to 
the causes and consequences of Che continuing cost=^price squeeze facing the region/ 
farmers. ^ 

The survey revealed general perceptions on the problems facing regional agri^ 

culture* These were focused on the rising costs of energy , fertilizer , transport- 

tat ion, and land on the one hand, and the stable .or falling prices of farm commod- 

Ittes on the other. 

1 . ^ AGRlCULTtJ RE IN T HE REGIONAL ECONOM Y 

Agriculture has been one of the cornerstones of the region from, the beginning 
of its modern deyeloprnent , Although farming directly accounted for only about 3.6% 
of the total regional Income in 19 75, (Table 1 ) one million people earned their 
livelihood directly from farm. operaC ions (Table 2 ) and ^ more significantly , 
the region's agriculture is linked to m.any other manufacturing, trade, and 
service sectors. As shown in Table 3 , the region accounts for about 22 per- 
cent of national farm income based on about 12 percent of the total U.S. acreage 
(Table 4 ) ^ 

2. THE COST-PRICE SQUE EZE AND ITS CONSEQUENCES 
The cost-price squeeze in agriculture is the result of production factor 
prices rising in the face of stable or fluctuating commodity prices. The prob- 
lems are iong-tetm in natuifc? and have been exacerbated by recent dramatic energy 
price increases, inflation, tlie effects of two back-to=back recessions, and 

management of international trade by the federal government, 

Agrlculcure costs are ^pf^ forced up by a variety of sources. Nationwide, ' 
rising energy costs raist:' th«^-icu of fuof. for equipment operation and drying 
of crops. ludireccly, rlsing^ergy prices raise the cost of fertilizer and 
otlier farm inputs, Tn rt^i^ion, ctianging t ranHpc^ rta i loii structure (I,e», 

abandonment of rail liiius) ralsfs thu real cost: of transporLinl^ crops. Rising 
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($ mill ion) 

(1) (2) (3) ^ (4) (5) 



(I) as . (2) as (3) as (4) as 
• FflodUin- Aijleiiltural . TnCal pm pittmt percent percent ^ 

Farm drpd products service^ jn+(2)+(3) al inconte ^^^ ^ ^^-^ . ^ 





1973 


19? 5 


19? 3 

i 




1975 


1 n 7 1 

lit-) 


1 rn < 
1 y 1 ) 


iQ7'f 
11 li 


n / J 


inn 


If) 75 


1 3 / J 


1975 


1973 1975 


1973 1975 


Illinois 


21i3 


23?6 




1636 109 


Us 


3699 


4iJ0 


jlOib 


jgJ43 


/■ 1 
4 . i 






i,S 


U , £ [lit 


7 7 7 1 


Indiana 


139? 


12b5 


403 


469 3'7 


■ 45 


1038 


1779 


' 21793 


23715 


6.4, 


5J 


-1,8 


2.0 


0.2 0.2 


8.4 7.5 


Hlchigan 


»586- 


m 


573 


680 7:;. 


SB 


1234 


1353 


40885 


43133 


,L4 


13 


1,4 


1,6 


0.2 0.2 

\ 


3.0 3.1 


HlnnesoU 


2369: 




332. 


614 ^ 40 


'46 


2941 


■ 2136 


16132 


17655 


14 J. 


8,4 , 


3.4 


3.3 


! 

D.Z 0.3 


18.2 12.1 


Ohio 


?6fi 


' 1011 


807,. 


936 ^,.. ,, 98 


' 114, 


1671 


2061 


' 44335 


49063 


1.7 


2.1 


L8 


L9 


0.2 0.2 


3.8 4.2 


Wisconsin 


938 




618 


'782 47 


"54 


1603 


1712 


17026 


194ej 


"i 

5.5 


4.5 


3.6 


4.0 


0,3 0,3 


9.4 8.8 


Rigion 


8200 


7389 


4380 


sua 406 


465 


129M '' 


' 13172 


191197 


212000: 


4,3 


3,6 


2.3 


2.4 


0.2 0. 2 


6,8 6.2- 


11 J. 


4(1803 


33878 


16962 


19878 2450 


2958 


60225 


56714 


833603 


950837 


4.9 


3,6 


2,0 


2.1 


0.3 0.3 


7,2 6.0 



Rigipn aa 
pereenj 

gfl^j^ 20,1 22A ^5.8 25.7 16.5 I5J lib 23.2 22. 9. 22.1 



Source: Survey of Current Biisinbss ^ AugtmE VlU' 




TABLE 2. 

FAKM EbffLOYHraT, 1975 
(1000 Persons) 



Illinois; 

Indiana 

Michigan 

MinnesptE 

Ohio 

Wisconsin 



163 
134 
110 
200 
160 
199 
966 



Percent of U*S. 



4,389 



22% 



Source: Agricultural Statistics , 1976, U,S, Dept, of 
Agriculture, pg. 131 
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TABLE 3. 



FARM imom - CASH RECEIPTS, 1973 to 1975, and PRINCIPAL 
COmODITIES IN OR^ER OF CASH RECEIP^ ' , 1975, BY STATES 

(In millions of dollars. Cattle include calves and shepp 
include lambs.) 



STATE 


1973 


1974 


1975 
tPrel,) 


Principal commodities in order 
marketing raceipts, 1975 


Illinois 


4,882 


5,693 


5,405 


Corn, 


; oybeans , hogs , cattle * 


Indiana 


2,932 


3,097 


3,996 


Corn, 


hogs, soybeans, cattle. 


Michigan 


1,500 


1,654 


1,656 


Milk, 


com, cattle, wheat. 


Minnesota 


4,008 


4,446 


3,855 


Milk, 


cattle, com, hogs* 


Ohio 


2,099 


2,539 


2,759 


Soybea 


.ns, corn, milk, cattle. 


Wisconsin 


. 2,280 


2,464 


2,652 


Milk, 


cattle, hogs, corn. 


Great 
Xakas 


17,701 


17,893 


19,323 








87,068 


92,648 


89,563 


Cattle 


, dairy, corn, hogs. 


Per cent 
of 


20% 


21% 


22% 
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V. 



Illinois 
Indiana 
Michigan 
Minnesota , 
Ohio 

Wisconsin 

U.S. ^ 

PerQ^nt ot IKS 



TABLE 4. 

FARMS " ACREAGE BY STATES 
(Millions of Acres) 

f 



1970 
30 

18 

13 

32 

17 

20 



130 
1,121^ 

12^ 



1976 (preliminary) 
29 

18 

12 
31 
'17 

19 
126 
1,085 

12% 



Source: statistical Abstract ^ 17 6 5^ p- 
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value of land (both on the urban fringe and in prime p^^ucing areas) adds to the 
tax burden on f arm.^-operations . Coupled with theF tremendous^ p roduct ion capaQity 
and price and income inelastic nature of demand for agricultural products^ prices' 
received -of ten have not covered production costs* 

The consequences of the long-^term cost-'price relationships have been declining 
farm populations * increasing farm size to capture economies of scales corresponding 
changes in the ownership structure of American farms, and changes in the marketing 
and purchasing patterns affecting rural communities* 

From a policy perspective* regional agricultural problems are inte. .ined 
with national and international events. In the long run^ the U. S. has a major 
comparative advantage in agriculture. Growing world demand should mean healthy 
and growing markets for the region's and the nation's farm products. As a policy 
matter, protection of the family farm may take precedence over trends toward the 
economies of scale of large operations. Rising relative energy prices , while 
seemingly contributing to the trend toward larger farms, could also have a reverse 
effect benefitting the family farm. Rising energy prices may make labor-intensive 
operations more attractive for some types of crops, thus> increasing the economic 
viability of smaller scale farming. 

3 . ^ RURAL, COMM UNITIES 

The health of agriculture must be separated from the health of rural or non- 
metropolitan communities and vice-versa . It is possible for rural communities to 
prosper while agriculture suffers. It%s possible for rural coTmiiunities to die 
while farmers prosper. Agriculture is an increasingly metropolitan business, with 
its buying and selling being carried out in the larger cities rather than in the 
older farni=raarket communities. The small towns have been bypassed and ^ frequently 
they have been found to be suffering a decline in their trade and service businesses 

. On the other hand , non-agricultural businesses, particularly manuf acturing, 
are increasingly locating outside of tlie major metropolitan areas. In the region^ 
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more rural people (ntiarly 1.1 million) work in manufacturing than in agriculture. 
The policies and programs cited elsewhere in this ^report are as Important to^the 
growth of business entorprise in these non^metropolitan conLmunities as they are 
to the growth of center city business. 

RECOmENDATIQN S - ^ 

Generally speaking:, state governments have had few agricultural assistanca ^ 
prograins. The federal policies dominate price and production structures. The 
region's major concern, therefore, should be to develop a better knowledge 
about how these policies kfieat agriculture in the region. It needs to utilize the 

extensive knowledge it already has in the agr icuj.tural extension program. 

Two fields of state policy can have an important impact on agriculture^ — 
land use policies and inheritance taxes. Both of these have a direct im.pact on 
the viability of farming operations , particularly family farms. 
1. Lanci Prices . [ 

Land prices have soared In tlie regions not onj^y due to the pressures of 
alternative urban uses, but also because of its Intrinsic farming value. Much 
of the land Ln this regional^ prime agricultural land. / It is more productive 
per acre. It is close to markets and processing plants. The nation and the 
region. have not yet reached the point at which agricultural land is scarce. Some 
prime land still lies fallow. But it is estimated that within ten years, meeting 
world food needs will utilize all of the prime land and force the r eu t 11 iza tion of 
marginal agricultural lands in the region. While the number of people working on 

'-ms will not increase, because of increasing mechanization in agr leu Iturai "opera = 
tions, agriculture stilJ represents one of the great growth opportunities for the 
re g 1 o n in " t h e c omin g d ec a de . T t h as b ecu es t ima ted that the Ame r i c a n c o r n belt, - 
much of which is in the region, could feed the world (if people ate onlv corn and 
corn was not fed to an Ima Is). Dne of the reg Inn's majcir into rests, therefore, 

S 
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is to pratecc its - agricultural land.' Land use laws should be examined with this 
in mind. SeVGral options are available "for protecting such lands, including real 
estate tax relief and the purchase of development rights* All of these are expen- 
sive in the .short run but studLus have dGmonstrated (see Suffolk County, New Yoijk) 
that conversrpn of agricultural land to single-family homes costs loqal govern-- 
men ts 'more than the development returns in local tax revenues. 
2. Inhe-rita nce Tax 1 

As farm values have increased tremendously relative to their income growth 
because of the increased value of the land, equipment and buildings, transferring 
a family farm from one generation to another. has become prohibitive in many case^ 
because of inheritantre" taxes . Federal law was recently modified to ease, the 
burden of such transfers. If farms are to be kept in family rather than corporate 
hands, special provision must be made for the transfer of such proper t las. ' Lower 
state inheritance tax rates have been suggested. Provision for extended payment 
under existing rates would also help. Furthermore, purchase of development "rights 
Ln urbanizing areas would reduce land costs for farm purposes and make it more 
^feasible to transfer farms from one generation to another. 
3 . Inrijjs trijii Developmen t for Nun- Metropolitan Communities 

Former farm mak^ket communities obviously still face the problem of diver.^ify- 
ing their economic bipse, The interstate highway system and much smaller farm 
populations have enabled laif^ger towns and cities to capture the markets once 
served by these communities. Tlie trend in tlie location of manuf ac tjir ing facilities 

outside metropolitan areas works in favor of these small communities. Indeed, at= 

) 

t r a c ting ma n u f a c t u r ing p 1 a n t s t o t li e s e s ma 1 1 e r t o wn s will be an easier task in tlie 
fViture than center c ity redeve Lopmenc . Tliere arc only two obstacles ^facing smaller 
towns. One, thure are manv more smalJar towns across the country chasing industries 
than there are industrleH Looking for small town locations. Not every small town 
is, a good proHpect fur i nduH L r i a 1 1 cn a t: i on . "Community facilities, particularly 
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water and s^erage services, are needed in many cases. Funds for these tacilities 
are scarce. States will need to set priorities to maximize the effectiveness of 
available funds. ^ 

.Second, the growth now being enjoyed by non-metropolitan areas across the 
country is in large rneasure dependent upon cheap automobile transportation and 
truck transportation, A rapid increase in gasoline prices would work a 

i 

very severe hardship on rural communities and rural commuters. Developing 

and carrying out plans for rural mass transportation systems is, thare- 

fore^ another way in which state governments cain assist rural cc^mmur?ities . Con^ 

siderable experimentation and cos t-^benef i t studies have ca tried out with 

federal funds over the past fifteen years. (This research' is cited in the bibliog^ 

raphy.) . ^ ' . 
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I. FEDERAL FUNDS IN THE GREAT LAKES S TATES 

Perhaps no other issue has received as much attention recently as that 
of whether the Manufacturing Belt regions &t others are being equitably treated 
in the distribution of federal tax funds relative to what they pay. Statistics 
published popularly on this issue have been gross and have failed fo differ- 
entiate among Social Security payments to people who work in Michigan and 
retire in Florida and grants for variou^^-'ftinds of municipal facilities. The 
central issue for] the Great Lakes states is that, while i|t has been federal 
policy to bring about greater social and economic equity among regions ^ there 
now appears to be some question as to whether the changing position of the 
Great Lakes i^egion in the national economy prompts a new loo^ at the equity 
of present federal expenditure policy. ^ 

In ^erms of federal aid to state and local governments , which 'accoun/s for 
17 percent of federal expenditures and is growings some changes have taken place. \ 

■ , ; W 

/ over the 1969^1974 period. ■ Most dramatic has been a sfiift in the flow of aid 
toward the Northeast region (Middle Atlantic and New England regions) . To a 
certain degree ^ then, it can be said that the provision of more benefits to the 
Northeast ^ which had lower per capita income and population^ growth and higher 
than average rates of unemploym.ent , has had a counter-cyclical effect over the 
time period. The Great Lakes, however, still ranks last among the major regions 
in its receipt of federal aid to state and local government. The situation has 
changed somewhat. In 1969, the Great Lakes region paid 22 percent of national 
personal income taxes and received 15 percent of federal grants to state and 
local governments; by 1974, tlio region pa id 21 percent- in taxes and received 
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16 percent of the aid.* While this represents a ,net gain of two "percentage 
points," the Greafc Lakes region still received only 79 percent of 1974 per / 
capita federal aid ($192 versus $^43), y 

Table 1 shows the distribu^on of federal aid among state and local 
governments as' a percent of general revenue, per $1,000 of personal iiicomB, y 
and per capita for 1970 and 1975. The Great Lakes states received the lo^st 
amounts on all three measures. In terms of percent change in per capita 
amounts, the Great Lakes states fared better, but tjhis merely reflects the 
much lower base figures* When public welfare grapts are removed (Table 2) 
there is less .variation among regions. Tables 4 through 12 are included to 
indicate the individual state figures for each of the three measures for the^ 
- nine basic grant categories. 

Generally Aalthough the overall differences among regions declined from 
1970 to 1975, in 1975 the Great Lakes was still below the national average 
when examined on either a regional basis or when examined state-by-state ghr 
each of the categories* 

A final state and regional^ comparison is given for 'resource' versus 
^ ' transfer ^ grants. Although first-roun^ regional impacts m_ay be similar for 
botl^ resource and transfer grants, resource grants may^ in the long run, 
make a regior^more attractive as they add to the infrastructure and human skill 
level of an area. A rough estimate of the disbursement of resource grants in 
1975 was obtained by subtracting grants which had a large transfer component 
from total grants. On this basis the fraction of resource grants was lowest in 
the' Northeast (Table 3)* However, on a per capita basis, the Great Lakes Region 
was lowest. On both these measures the South and West received a higher fraction 
of resource grants. 

Ctia nging Patterns of Fedyrji\ Aid _tu Stat-j^ and Lo cal Governments ^ General 
Accounting Office, July 1977. j 
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TABLE 1. 

The Distribution □£ taeAi 
Orant^ by Sfeate for 1970 4Bd Ii7S 





Aa & ?aroast of 


Par 11 


000 of 


Par Capi 


ta 




pVroan t 




Total Ganaral 


Parional Ijisoma 










Change 




Raveni 


















1970-75 




1970 


1975 


1970 


1971 


u 


1970 ^ 






























15. 0 


n.j 


22 


..44 


33.75 


97.46 , 


i 117.40, 


123.1 ' 




10.8 


29.1 


37.66 


60.37 


U2 


.16 ^ 


^11^7! 


s.OQ 


143.9 


Mas laohusetu 


/ " IS. 5 


21.3 




43.61" 


125 


.33 


'^49.36 


93.6 


Haw Sji^psti^^e 


19. p 


24-3 


23 


.00 


42.19 


97 


.11 


209.47 


U4.1 


H«w Jersey 


14.3 
14,6 


19. Q 
20.4 


20^.45 
29.07 


32.7? 
50i95 


81 


.46 
.04 


205 
312 


.20 
.60 


141.2 


Rhode Ijlud 


20.3 
23.1 


23.4 
y.9 


31 
37 


.10 
.75 


41.35 
49.72 


I3i 


.67 


221 
261 


.11 
.52 


IQQ . 3 
92-2 


v«raoat 


24,0 


27.0 


54 


.07 


72.38 


173 


.27 


32? 


.50 


39 . 0 
























Illinois 


1 t n ^ 


1^.6 


20 


.08 


32.03 


35 


.53 


i?9 


.77 


U3 . 5 


Indian 


12.9 


16.. 7 


11 


.67 


29.16 


67 


.31 


151 


.72 


U3 . 7 


Iowa 


13. 6 


IB. 9 


24 


.76 , 


36. S3 


36 


.49 


193 


.67 


V * -J . 7 


K^sa^ 


17. Q 


20.2 


28 


.61 ^ 


31.65 


103 


.00 


196 


.33 


90:6 


Ki^h^^an 


13. Q 


2Q.4 


21 


.f€ 


39.49 


36 


*67 


230 


.30 


166.5 




15.7 


IB. 5 


30 


.29 


42.39 - 


107 


.06 


230 


.53 


' 115.3 




20. J 


22.7 


31 


.21 


37.78 


107 


.34 


190 


.30 


77.8 


Habraska 


14,2 


22.2 


24 


.31 


41.53 


37 


.45 


na 


.79 


150.2 


Herth D-^Qta 


il.O 




47 


.37 


43.04 


141 


.95 


269 


.05 


3*» . ^ 


Qhi© 


16.1 


19. 1 


22 




30.18 ' 


83 


.41 


166 


.19 




DaJcs^ 


23.9 


31.0 


51 


.97 


66.74 " 


155 


.63 


312 


.20 


ICQ - 5 




12.0 


la.i 


23 


.is 


38.39 


33 


.46 


199 




* 139 . 2 


f COTS 






















Alabama 


30.4 


27.4 


57 


43 


54.41 


U2 


01 


226 


96 


49.3 


Arkuaaa 


31.6 


31,8 


55 


33 


59.04 


142. 


16 


241 


.67 


69 . 3 


D#lai/are 


13. J 


17.3 


23, 


04 


33.26 


93 


*^ 


207 


63 


1 _ g 




' J6.2 


51.7 


107. 


52 


141.37 


535, 


39 


1^9 


12 


18 .3 


Florida 


14.2 


■ 17.9 


22. 


35 


30.09 


75, 


.03 


157 


77 


110. 3 




^ 1 

4^ ' L 


25 . 5 


33, 


85 


50.33 


120. 


65 


239. 


35.^ 


98 . 4 




27.1 


27.6 


49. 


62 


56.14 


141. 


34 


246. 


50 


73 . 8 


IiQu4alana 


24 ■ 8 


23. 4 


50. 


61 


53.33 


144. 


65 


232. 


51 


= 60. ^ 


Maryland 


14.4 


20.5 


23. 


76 


39.69 


100. 


72 


235. 


62 


33,9 


Hiaaissiprpi 


35.9 


31.7 


7S. 


92 


72.13 


1B6. 


31 


an. 


94 


46.6 


HQrth CaroiiM 


n.i 


22.1 


33. 


94 


41.96 


ff. 


73 


192, 


59 


93.0 


Oklahoma 


27.4 


29.1 


51. 


60 


57.53 


U7. 


71 


263, 


24 


66.3 


Sos^ Carolijia 


24.3 


24.8 


39. 


62 


47.83 


107. 


33 


203. 


45 


90. □ 




26.2 


26.7 


43, 


53 


43.47 


124. 


12 


217. 


46 


75.2 




20.-2 


20.7 ' 


31. 


64 


26.82 


103, 


01 


179. 


79 


74.5 


Virginia 


19.5 


21. J 


30. 


16 


.33.33 


100, 


19 


202. 


20 


101. 8 ' 


Waat Virfiaia 


32.9 


32.6 


64^ 


14 


70.44 


174. 


14 


305. 


86 


75 . 6 


HEST 






















iULaska 


9,2 


□2.3 


92. 


U 


109.44 


333. 


87 


739. 


94 


92. 1 


Ariiosa 


20 . 2 




41. 


54 


A ^ Q1 
4X. 7l 


133. 


84 ' 


208. 


Ql 


53 . 4 


California 


17.6 


17.7 


35. 


95 


39.09 




27 


^2. 


73 


S4.0L 


Colorado 


19.2 


21.4 


37. 


29 


43.72 


127^H 




237. 


50 


85. 


Eawaii ^ 
Idaho ' 


13. 2 


19 . 9 


40. 


39 


48,34 


110. 5B 


285- 


29 


77.3 


23.1 


27,1 


44. 


15 


53 = S7 


133. 


!r 


258. 


10 


93.1 


Montana 


2a. 6 


27.4 


12. 


51 


63.30 


195. 




308. 


29 


57,9 


Navada 


la.j 


ii.2 


37. 


72 


40.34 


157. 


Ll 


234,39 


49.5 


Hew MexiOQ 


30.1 


31,6 ^ 


76.00 


86.02 


215.37 


348. 


U 


61,6 


Qregoa 


21.4 


22,1 


41.04 


50.15 


142. ^ 


*9 


262.45 


84,2 


Ctah 


25.3 


29.7 


99.^ 


il 


56.05 


16^, . 


L6 


243.87 


48.6 


WaiMnfton 


16.7 


19.3 


30.. 


If 


40.21 


U7,47 


225.: 


10 


91.7 




28,1 


25.5 


77,81 


68.13 


251.44 


353.71 


40^ 


ALL STATIS 


18.5 


21,8 


32-6 


7 


43.11 

- , ■ ■ . . r i _ _ 


119,5 




233,3 


1 


95,2 



Source: Academy for ^.Contemporary Problems staff compuCations based 

on the 197d' and 1975 editions of the Departmenc of Treasury, 



TABLE 2, 

THE OliTRlSUTlON OF MET OF PUaLIC mFAM 
GRAFTS 3Y STATE FOR 19 7D A^iD 19 7 3 



Mama 

New Jar say 
New York 
Pennsylvania 
Rhcda :iiand 
VerTnont 

MIDWEST 

Illinois 
Indi -ma 

Kansas 

Hinnescta 
Missouri 

Mor^h Dakota 
Ohio 

Sou^n Dakota 
Wisconsin 

SOCTTH 



Arkansas 
D^Lawara 
□ .er . 
ricrLda 
w^org ia 

Louisiana 
Maryland 

Mor^n CarQ^ina 
Oklahcma 
So^i%h Carclina 

T€xa^ 
Virginia 
Was^ Virginia 



Alajka 
,aLr i z 3 n a 
Calif ornLa 
Cslcrado 
Hawaii 
Idaho 
Montana 
Na'/ada 
New Me:<i^=0 

Utah 

Wa j^i ng 1 3n 

;C1 STrtTES 



Total G#nsral 
Revanua 




19^0 




7.5 
iO.9 

12. i 

L3.3 
10.5 
17.3 
5,9 



17. 5 
9. J 

49.4 
3 

12 

16 

12 
9 

19 



S 
0 
5 

2 
3 

12.9 
14.1 
14.7 
16,3 
12,0 
14.1 
22.1 



10 = a 



li^s 



i3.3 
15.9 
12.0 
15.4 
il.O 
10.2 
14.3 
14.6 
15.9 



10. 
11. 

13^ 
11. 



10,5 
16,1 
15;6 
16.4 
12,5 
23,2 
9.0 



17. 0 
20.5 
11. S 
30,5 
11.5 
14. r 
17,2 
ii.5 
■14.4. 

21. a 



23 = 4 



29, 1 
17,1 
10.0 
14.9 
14.2 

:q. ; 

21. 3 
14 
23 
15 
19 



2 

a 

4 

3 

12.9 

22.6 

43.^ 



Per SlOQCf oi • 
? s r 3 c n a 1 2 n go m e 



li"0 



1J.30 
21.00 
15.99 
21,31 
12,98 
12.92 
13.94 
21.35 
36.24 



.11,53 
13,89 
15. 74 
ia.26 
12.78 
17,33 
13.65 
15.73 
29.36 
14.52' 
38.06 
11.39 



32.39 
30,71 
15.91 
94,56 
13.74 
20.23 
29.57 
24.97 
15.31 
43,41 
20 .50 
26,43 
23.52 
27.10 
13.83 
21.77 
43.04 



31,33 
32.40 
15.63 
22.45 
30,52 
33.34 
50.95 
30.61 
54.82 
30.33 
41.39 
13,27 
63.99 

19 = 03 



19^5 



21.75 
33.15 
24.70 
23,97 
18,95 
25.51 
25.59 
28.10 
45.33 



17.19 
20.59 
25.39 
24:44 
22,25 
24.08 
26.38 
29.16 
34.6/ 
19.74 
49 ,37 
19.19 



33,74 

38.14 

22.60 

112.93 

19.30 

29.27 

3 5/36 

35,23 

27.67 

49.63 

26.93 

37.79 

32.11 

32.47 

23.09 

26.06 

54:91 



93.70 
35.22 
22. 16 
30.51 
34.45 
40.39 
49.09 
31.39 
64.37 
34. 37 
42,52 
26.37 
60. 37 

26.90 



Capita' 



1970 



60.^6 
63.11 

n3.sa" 

73.57 
54.36 
57.79 

. 69 .38 
79.00 

116.13 



49,11 ? 
50.47 
54.9a 
65.71 
50U2 
'63.01 
64,14 ^ 
55.65 
§9.43 
54.7a . 
114.02 
41.39 



37.06 
73,38 
64-.42 



471 
45 



.29 

,32 
,33 
.33 
36 



34. 
71. 
61.33 

102.63 
60.92 
30.97 
63.71 
77,27 
61.31 
72,30 

119.37 



339.62 
104.40 
65, 33 
122.30 
121.28 
MO. 63 
159.47 
127.48 
155. 34 
105.49 
122.40 
70.17 
222.99 

69.62 



139.33 
150,45 
141,51 
141.43 
113.60 
157.01 
139.46 
151.76 
205, 32 



•107.03 
107,12-. 
135.95 
134.60 

130.06 
130.93 
135.76 
■■ 153.60 
194,19 
108.63 
233.27 
99.31 



140,73 
156.07 
141 



OS 
803.53 
101,20 
137.84 
153.94 
153.62 
164.24 
139 .9B 
123,59 
127.91 
136.79 
145.67 
112.61 
137.45' 
233.44 



g67.31 
174.79 
131,96 
165.73 
203,30 
193.49 
239,03 
132.76 
262,53 
132.43 
135.46 
150,49 
313.14 



145 .-3 2 



1173-75 



131 
138 
122 
92 
116 
172 
101 
92 
77 



m 

14 7 
10 5 
158 
108 
112 
176 
117 
99 
105 
141 



62 
93 
119 
71 
123 
119 
32 
115 
116 
32 
103 
114 
115 
39 
34 
90 
104 



96 
67 

102 
35 
63 
92 
50 
43' 
69 
73 
52 

114 
40 

109 



Sourcei Academy for Contamppra uy Prob lems, stiff compUitations based 

on tiie 1970 and 1975 edLtlonB of the n«parcmeht of Treasury, 



Ptiderai Aid 



to States ; and tht 
nr fiiH Cem^^ur^ . Govt 



19 70 and 1975 ed it ions of the 
rnmciucai FlnancGs . 



TABLE 3. 
RESOimCE GRAiiTS, 1975 

Reaoures Grmnts Resource Grants 

. as a Percentage per Capita 

of Total Grants (dollars) 



Nbrthmast 


59 


153 


North Central 


64 


..126 


South 


70 


154 


West 


66 


162 


Six Great Lakes States 


61 


119 


Illinois 


53 


116 


Indiana 


72 


110 


Michigan 


56' 


131 


Minnespta 


6Q 


133 


Ohio 


69 


115 


Wisconsin 


52 


108 



EKLC 



■■ ■ . 

Sirice federal aid goes not only to states but to local Jurisdictions as 

Weill a related question is whether there are differences among regions in the 

per capita aid received by similar kinds of local Jurisdictions* Most dis^ 

cussions of state and federal aid to local governments Use data based on 

f ^ ' 
Bureau of Oensus publications. These dataj however, do not differentiate 

between grants that originate at the state level and grants that originate at 
the federal level but are ^'passed-through" state governinents to local govern- ^ 
ments* Both components are classified as "state aid"* If an estiinate of 
actual federal aid to localities is desired , the census classification "federal 
aid" is an underestimate to the extent that the"pass-through" amount is neglected 
^Depending on the magnitude of the "pass--through" amounts intergovernmental aid 
flows may be considerably different than the published data. In a recent study ^ 
the ACIR has attempted to estimate the "pass^through" component for each state** 
The data presented in Table 13 reflects federal aid to localities adjusted for th 
"pass-through" element.*^ 

The table illustrates that, with the exception of the Western region, ce*ntral 
cities received more aid than their suburbs in both 1970 and 1975, and by 1975^ 
central city grants for^all regions had grown far more rapidly than grants to, 
suburbs. The Great Lakes cities analyzed maintained the state pattern of re- 
ceiving less aid than in other regions. 

* Advisory Commission on Intergovernmental Relations, ^he _States and Inter- 
governmental Aid ; A-59 (Washington, D.Ci Government Printing Office, 
February T977) . ~ 

Adjusted federal aid for each jurisdiction is equal to tlie jurisdiction's 
federal aid plus the "pass=through" amount. The "pass=through*' amount 
is obtained by multiplying the j urisdic t ion ■ s state aid times the esti= 
mated fraction of total states aid that originated at the federal level. 




■ / . - • 

In terms o£ aid received by countiea outside major SMSA's (Table 14), the 
West was highest with Great Lakes counties again the lowest. However, the. 
Great Lakes counties, registered by far the grteatest 1970-'1975 Increases while 
the increase for the West was least, reflecting a substantial reduction in 
regional disparities among rural counties * 

Of course, state and local grants-in--aid do not account for the bulk of 
federal expenditures. Transfer payiDenta to individuals, federal payrolls, the 
location of federal installations and federal procurenent are more significant 
components of the budget. These expenditures profoundly affect regional economies* 

In 25 years 5 the Great Lakes share of federal procurements has declined by over ' 

g 

60 percent and its share of federal payrolls has been similarly reduced. The 
region has a major interest In ensuring some equity in these federal locatlonal 
decisions* 

But its most urgent interest is in achieving a more careful targeting of 
federal expenditures to meet newly emerging regional needs. It should support 
a shift in grants-in-aid for capital facilities toward the renovation and 
modernization of existing facilities and away from present emphasis upon the 
construction of new facilities in new areas. It should devote attention to 
winning a fairer share of t'hQ^e federal expenditures that bear direc^tly upon 
stimulating the Great Lakes economy. For instance in 1970, $27 billion was 
spent on research and development^ of which about $18 billion was performed and 
spent by industry. Of the $18 billion j $7,8 billion was provided by the 
federal government. By 1974 industry performed research and development in 
excess of $22 billion of which $8.^ billion was funded by the federal govern= 
ment (Figure 1) , 

The Great Lakes region (East North Central) has its fair share of total research 
and develapment expend i Cures » about 20 percent of total spending in both years. 
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strial R and D Funds in the Nine Gebgrapliic Division! 



1970 
3 2 




BILLIONS OF DOLLARS 
1 0 0 1 



New England 



eAllantic^ ^ 



EAt North Central 
west North Central 

South Allanlle 
East South Central 




jj^ West Soullt Central |^ 
^ Mountain ^ 



Paclil 



1974 
2 3 



4 





01970 FEDERAL: 7.79 
■ 1970 COMPANY: 10.07 



01974 FEDERAL: 8.33 
■1974 COMPANY: 14.04 



However, federal funding of research and development ±ti th^ region amounts { 
to;ti|ly 5 percent of the national total ($4d6 ^million in 1974), For every dollar* 
Spent on RSD iit the region in 19?4j the region -s own industry, provided over 

90 petcent ($4,423 billion out of $4,867 billion) 

In summary, eKamlning grants^in-'aid is a very complicated matter^ Much 
of the distortion occurs^ because federal assistance is indirectly ai:med at 

' c 

f 

problems. That is, many of the grants were designed to assist with unemploy-- 
^ ment and low income, the EDA prdgram, for example. But ^ the money does not go 
directly to the unemployed or to those with low incomes, but rather into 
projects intended to assist in the generation of jobs aiid the creation of 
income for low--lncome families, EDA is one of the sever4l federal agencies 
making grants for sewerage treatment facilities. The problem occurs when the 
need for sewerage traatment facilities is distributed quite differently from 
patterns of high unamployment and low incQme growth. As noted previously 
in the Wacar chaptar, the projected naed for sawerage treatment facilities 
in this region is much higher per capita than elsewhere in the country 
and yet this region raceivas, from all of the faderal programs for 
sawerage treatment facilitiess much less in per capita grants* All of this 
calls for a very caraful program^by^program examination of the objectives 
underlying the grants-^in^aid and the adequacy of the forrau*las for distributing 
s 'id in light of prasent=day naeds. . "i 
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Total MsMal 




FU flQQO 4£ 




Chugs 

li70-7Sr 




1S70 


1S7S 


1370 


1375 


^170 


1975 


J. 






* 7.7- 


'8.14 


12.04 


v 

37.00 


77.37 


' 109.1 




f.2 


13. J 




27.17 


3g.Q3 




U0.9 






f * J 


L5. 31 


ii«9 1 


41.93 


' 1Q€«J3 


74.9 




4, S 


7 . 9 


7. IS 


li^ 9 2 


24»24 


17 * if 


180.3 




1 4 






13-34 


31. 60 


as . su 


174.0 




i 4 


10 * Z 


, l9« U 








US*. 7 




7.f 


J.1 


*^12.1S 


li.ii- ' 




aa.is 


99.2 




mu 


11.3 


li.4Q_ 


21.^2 - 


60. 67 


^^^-^^ 


91. ^ 




ZJ 


jiL4 


— 17.63 


27>QQ 


S7.JJI 


i^s.ia — 


413.1 


lllLnoLm 








14.89 


36 ,44 


92. 74 


LSi*3 






4.f 






17.34 _ _ 


44 - ^0 










f.Q2 


10.99 


31.31 


57.72 


83.2 






i.4 




U.21 _ 


37.27 


61.73 


65.7 


HLtihLamii 


" 5.4 


a. 9 


f .11 


17.24 


36.20 


100.74 


178.3 




J 


s.o 


11. 4£ 


. 14,J1 


44.05 


ft .10 


126.1 


MlMQliri 


3. 2 


s. § 


11^6_ 


10.90 ^ 


43.20 


35. 04 


27.4 




3.2 


i.S 






31. SI 


_65 . 19 


104.9 




7.7 


§ .3 


17. Jl 


11.37 


5^-47 


74 . 86 


42,7 


Qhia 




6.§ 


7. 61 


10.44 


2S.69 


_ J7^11 


100.5 




' S*4 


7 . i 


12. n _ , 


ii.37 . 


41.16 _ 


7i,f 3 


89.3 




l'«l 


' f .1 


12«09 ^ 


If .20 


42. 07 


99 . 12 


JJ7.3 




U.Q 


1Q.4 




20. S7 


A4.9^ 


\ 

8fi.53 


33.8 




14.1 


U.3 


54. S7 




ii.ii 


85.^5 






4.2 




7.13 


10. 


21. S5 




130 J? 








12. 9§ 




64. €0 


10?. 49 


718.1 


Florida 


5,i 


6.4 


9.01 




29 . 71 


56.37 


90.4 




U,l 


IQ.a 


IS. 12 . 




57.12 


101.5^ 


73.6 




U.J 


10.4 






37"i46 


92.56 1 


61.1 




li.i 




2i.64 


li.io 


73.29 


71.89 


7.7 


M*»laad _ 




i.i 


f .15 


ii.d2 


38.89 


71.38 


83.3 




16.1 


9.9 




22.55 


fll.€8 


84.96 




Hor^ Carsiina 


. 1.2 


8.2 


13.14 


15-03 


31.86 


^9.00 




QklaftOTa 


13.3 


10. 0 


55.12 


19.74 


.76.81 


90.33 


17.6 ^ 


sauth Carolina _ 


10. □ 


a. 2 


Ifi.lO 


'5.77 


43.i§2 


67.16 


51.9 






a.s 


16.43 


1^.00 


46. M 


71.79 


53.2 




a. 2 


7.7 


12.il 


11.78 


41.7a 


67.18 


61.1 


ViMinia 


5.4 


7.0 


1.39 


12.27 


27.89 - 




n?.2 




iQ.a 


7.2 


21^_.. 


U.33 


57.27 


&7.42_ 


17.7 




1.1 


3.2 


10. S2 


10.74 


44.15 


71.63 


64.2 


^jggaa : 






9.14 


6,69 


29.44 


33.22 


12.8 


Calif Ql^,ia 


10. Q 


7.7 


20.32 


li.94 


84.94 


100.77 


ia.fi 




7.6 


S.? 


14.84 


11.21 


50.90 


71 .77 


41.0 


Bawali 


4.4 


5.7 


9.87 


13 .M 


19.25 


81.99 


109.1 


Idaho 


^ > a 


£ a 

9 < 7 


J_i, < 




11 fiJ 




95,6 


Honuna 


"J. 2 


6.1 


U.43 


14.21 


33.71 


19 .21 


93.5 


Nevada 






7.11 


a. 55 


29.63 


32.13 


71,0 


Mtf f^f^ 




7.i 


21. IS 


21. li 


60.03 


13.60 


42.6 








10.66 


ij.2i 


3?. 00 


79.97 


ui.i 


ptah 


6.4 


6.2 


14,12 


U.43 


41.76 


51.41 


□ 

J? 1 7 






6.4 


12,32 


13.34 


47, JO 


Ik, 71 


57,1 




J*2 


2.9 


§.§2 


7,S2 


28.30 


40.57 


42.3 




















7 i 7 


8.2 


13.64 


16.28 


49.90 


87.99 


76, J 



Source: Academy for ConcaEnporary Problerns staff computations based 

on the 1970 and 1975 edicions of the Department of Treasury, 
Feder al Aid t o States ; and the 1970 and 1973 editions of the 
U.S. Bureau of the Cens=uS , Governmental Finan ces. 
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la 
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27 .18 
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It 


_ -v?f * * r ***** 
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_^ _ _ 




Li 
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4.72 


i.ii 


15.13 
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17.67 


41 . J 






1.7 


3,*0 
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15.50 


18.3 


Taws 

: 


2.0 


2.0 


3 . S3 


3.13 


12.69 


20.11 
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i.a 


2.3. 


4.§1 
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17.30 ' 


22.65 


30^9 _ 
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l.i 


1.7 


2.77 


3.33 


10. fl 


19 sa 
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l.f 


1*3 


%. 73 
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13.17 


IS 71 


12^Q_ 




lA 


Lb 


3.91 


4.11 
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iA 


2.9 
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Ik 20 . 15 


21.11 
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4.1 
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77 Hft 


5 . ^ 
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Ma t u 1 a n H 
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7.08 
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Scu^ Carolina 
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22.47 
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2.3 


7.29 
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21.57 


21.97 
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6.62 


hl2 


21.41 
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ALL STATii 




















2.1 


4,39 


4.09 




72 in 


12,^ . 



Source: Academy for Contemporary Problems staff computations based 

on the 1970 and 1975 editions of the Department of Treasury, 

Federal Aid Co States ; and the 1970 and 1975 editions of the 

^ _ U.S. Bureau of the Census, Governmental Finances . 
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J J , 
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12.16 


i,fi 


39.11 


.44.23 
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ealif arnia 


3.1 


1.7 


6,32 


3,76 


26,42 


22.40 


-15 ,2 


Colorado 




3,1 


7.7i 


6,42 


21,69 


34.83 


30,7 


Hawaii 




4.1 


11,65 


10.05 


46.30 


59.-10 


^^1'.-^. , 


Idaho 


9.3 


5. a 


17,65 


11.26 


52.47 


53.95 


— 


Msn^na 




J, 7 


29. J4 


13,25 


92.46 


64. S4 




Nevada 


a. J 


4a 


17.27 


9.12 


71.92 


53.10 


^26.2 




7. 7 


5,0 


19,56 


13.63 


35,41 


55.16 






5,1 


3,9 


9, 78 


a.ao 


33,94 


46.07 




Utah 


10. 4 


1.2 


22.91 


U.2S 


67. 75 


49.07 








2.1 


7.37 


6,CW 


28.32 


33,63 


IS. 7 






6.9 


32, 2J 


ia.42 


U3.fl 


95.54 


-16. i 
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3.3 




6.11 


4.93 


22,62 


26.64 


2.7. a - - - 


Source: Acader 


ny for Contemporary Problems staff computacions based 



on che 1970 and 1975 editions of the Departmenc of Treasury, 



Federal Aid to States' and the 1970 and 1975 editions of the 
^ U.S. Bureau of the Census, Gove rnme n t al Finances . 
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S^aafej MtM%m fs^ 1970 mi 197S 



foul ^MMml ^ 
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1379 



2.2 



3 JJ 



3.41 



15 a§ 



ists 



21.94 



a. 2 



1.8 



3.73 
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14.91 



U.3i 



11. J4 



2,6 



3.88 



3.01 



1J.Q7 



1.5 



1/1" 



3.J8 



2,12- 



13.30 



Haw Yark 



1.4 



1.3 



2.72 



4^,r 



3.24 



2,4 



7. 01 



4.34 



2J.IJ 



IS. 15 



23.68 



3,0 



178 



4.12 



3. J2 



18.21 



11.02 



i.a 



0.8 



2>7f 



2^20 



§.?3 



1,2 



0.7 



l.Sl 



1.21 



8,1J 



0.9 



1.2 



1.3J 



2. Of 



4.10 



9 .IS 



7.J1 



lo.aa 



1,0 



1,2 



1,81 ^ 



2.3i 



i.36 



n,39 



2.i2 



3.33 



1.41 



jj.42 



Michlgmn 



1,3 



1.2 



2.13 



2.24 



8.4Q 



1.2 



1,3 



2,33^ 



3,00 



,2J 



2.2 



1.7 



3.31 



2. §4 



11, 3f 



13.^ 



li,30 



14.37 



.0.§ 



0.8 



1.07 



1.40 



3.76 



7.3i 



0.8 



1.1 



1.71. 



2.32 



3.24 



13.00 . 



2.0 



l.J 



2.71^ 



2.33 



10.44 



12,94 



1.2 



3.2 



2.J1 



6.89 



7.J2 



32,23 



1,1 



0.4 



2.1i 



0.76 



7.33 



3,93 



3.4 
ITT 



l.i 



8.42 



3.17 



17.00 



13.22 



Arkansas 



273 



D#lawa^» 



1.0 



0.71 



i.i7 



1.37 



4.76 



3.3 



4.1 



10. SI 



11,20 



52.90 



8.33 



79 . 64 



1.3 



0.8 



2,09 



1.30 



6.90 



6.13 



2.6 



1.4 



4.37. 



2.7f 



13.36 



-13.12 



3.8 



2,2 



6.77 



4,34 



IS, 33 



li.93 



Louisiana. 



1.1 



O.S 



2.33 



1.92 



6.66 



1,33 



Haj^ land 



1.9 



1.1 



3.27 



3.13 



12.79 



3,4 



2.0 



7.42 



4.33 



17.32 



12.64 



17.15 



2.3 



1.6 



4.03 



3.01 



11.93 



13.81 



OklahOTa 



2.6 



2.1 



4.36 



4.09 



14.87 



ia,7i 



2.1 



1.6 



3.32 



3.14 



a.9s 



3.3 



2.2' 



5.41 



3.97 



1J.42 



13.37 



17.79 



1.6 



1^ 



^'49 



1.77 



8.09 



8.63 



Virgajiia 



2. 7 



1.2 



4.13 



2.09 



13.72 



West VirginlJi 



6.0 



5.2 



U.72 



11.24 



31.il 



48.79 



WEST 



Alaska 



0.9 



1.7 



8.78 



3.78 



31.36 



39.08 



Callfarriia 



2.1 



1.2 



4.37 - 



2.40 



14.07 



l.Q 



0,7 



3.13 



1.32 



8.90, 



u.as 



9. 02 



Colorado 



2.0 



1.2 



3.93 



2.43 



13.49 



JJ.Jl 



Hawaii 



Idaho 



1.2 



0.1 



2.75 



1.96 



10.92 



0.7 



1.6 



1.33 



3.10 



4.02 



11.59 



14. S4 



Montana 



1.9 



1.3 



4.21 



3.56 



13.18 



17.32 



N«vada 



1.1 



0.6 



2.23 



1.37 



9,38 



2.8 



1.8 



7.17 



5,Q1 



20.33 



7.98 



20.26 



Oregon 



1.3 



0.8 



^97_ 



1,80 



10.30 



9.42 



1.3 



1.1 



2,78 



S.Il 



15. 4i 



Washingrton 



1.1 



0,8 



1,98 



1.61 



7.60 



8.99 



doming 



0.3 



0.7 



1.50 



1.80 



4.83 



9-31 



AIJL IT ATS S 



1.9 



1.3 



3,32 



.67 



U.16 



14.42 



Source: Academy for Contemporary Problenis' staff computations based 

on tha 1970 and 1975 edtcions of the Department of Treasury, 
Federal Aid to States ; and the, 1970 and 1975 aditions of the 
LI,S» Bureau of the Census, Go ve rnme n g_a 1 F in a nc e_s . 
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J3*41 








_ 
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3.i4 
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30,00 








'2.S 








25,37 
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31.33 
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2.8 








27.39 
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2.S 
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3.S 
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3.1 
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3^ 
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28.60 
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30,45 








2*7 
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31. 9f 








L.f 




- — 14^^2 — 




37,60 








2^i 




4 




22*57 ' 








1.8 _ 








26,443 








3.3 








29p3 




Louisiana 




3.7 




S.4i 




36 J 86 








t.i 




4.f3 




2t, 24 








4.9 




U.IJ 




42.02 




NG^te CarQiiaa 




3^4 




— ^ 


6 «3l 




28,94 








2.8 




\ — 


5. J9 








SOumA C^;ai4iia 




3= 7 






1- - 9 A? 




30,13 








3.5 




6.^42 




28,78 








2. -a 




4.9l_ 




23.96 








2.1 
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24.48 








3,S 




7. 77 




33.75 
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3.44 
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. 2.3 




S . 16 _ 
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2.2 




5.25 




30.98 












S .14 




29.44 




Mf^ ^ ji n s 




3.0 




6.11 




33,34 


— f- 


H«vada 




1.8 




3*fl 




22,76 








1.1 




8.35 




33.80 _ 








2.3 




5.13 




26. 83 




Utah ._ _ 




3.2 








30.11 








2.1 




4^40 




24.62 








2.1 




1.59 




28,98 




AM* STArii 


















2,7 




5.32 




28.76 





Source: Acadamy for Concamporary Problems scaff compucacions based 

on the 1970 and 1975 edicions of Che Deparcment of Treasury^ 
Federal Aid to States ; and the 1970 and 1975 edicions of. the 
U.S* Bureau of the Census, Governmental Finances . 
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li70*7S 
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1S7S 






0.9 




1.25 


2.4^ 


5.69 


1J.7Q 


ITS, a 




0.9 


1,1 


l.li 


3.77 


4. Si 


17. Of 


165.3 




0.9 


l.S 


1.34 


3,33 


6.U 


li.06 




CLO.Q 




I.l 


I.« 


l.Si 


2.51 


5.26 


12,26 




J3,3 




Q>f 


i.-i 


1.2S 


3.13 


5,42 


19.60 
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1.2 


1.47 


2.18 


6.59 


17.71 ^ 
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o.a 
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3.14 


4.51 


17.13 
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2.4 
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4.67 


* 6.9i 


15.13 


2S2.3 




1.0 


1.7 


2.21 


4.JS 


7.03 


2Q,J9 


190,9 




0,7 


1,1 


^ 1.04 


i.afi 


4.41 


11.61 
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1^41 An a- 


0,8 


2.1 


1.09 


3.62 


3. 95 


1S.:32 


376.6 


lavm 


O.S 


1,0 


0.92 


1,96 


3.12 


Ittff 


219,9 




0.7 


1.2 


1.23 ^. 


2.14 


4.43 


11^9 


166.2 




o.i 


1.1 


l.Ji 


3.70 


s.jr 


21.63 


302,9 




0.7 


1.3 


.. . 1.32 


3.02 


4,66 


16,44 


2J2,9 




Q.f 


i.f 


1.^ 


3,19" 


^ 4. SI 


16,12 


, 235.2 




0.6 


1.4 


0.17 


2.14 


3,43 


13.90 


j|^5.8 


Her*B D*ks^ 


0.7 


1,9 


i.sa 


4,07 


5.04 


22.71 


i 351,0 


Ohio _ _ 


0.3 


l.i 


1.07 


2.45 


4.04 


U,49 R 234,2 




0.7 


2,2 


1.41 


4.65 




n,7a §415.2 






1.3 


1.24 


2.72 


\ 4,J2 


14. U 


^ 227.0 


iOUTfi 


0.9 


/ 

V 

1.7 


1.74 


3.33 


4,60 


13. as 


201.4 




1,2 


2.6 


2.03 


4. 75 


5.35 


19.46 


263.5 




0.6 


i.j 


0.98 


2.16 


3.95 


18.45 


36 7,2 


0. C. 


3,2 


9.1 


6.19 


16. a6 


30.15 


U9. 93 


218.7 




0.6 


1. J 


0.13 


2.57 


3.05 


13,45 


340.4 




0.7 


1.3 


1.10 


2,60 


3.40 


11.24 


239.6 




0.6 


2.3 


1.14 


J. 01 


3,^ • 


22.00 






0.7 


2.0 


1.34 


4.58 


3.i2 


19.96 


422.4 




0.7 


1,0 


1.21 


1.90 


4, 74 


n.^ 


137.3 




1,2 


1.9 


2.63 


4.43 


6.22 


16.68 


168.3 


Nerth Carolina 


0.8 


1.3 


1.21 


3.38 


3.58 


. JJ.53 


334.1 


Oklahaii^ 


0.9 


2.4 


, 1.75 


4.76 


5.34 


n.ao 


308.3 




1.0 


2.1 


1.34 


4,02 


4.16 


17.13 


3U.9 




0.1 


1.7 


1.46 


3.00 


4,16 


13,47 


223.8 




0.7 


l.i 


l.U 


3.21 


3.6a 


15.64 


324.3 


Vlr^«ia 


^ 0.7 


1.2 


1.Q2 


2.09 


3.37 


11,00 


226,0 


_W€st Vir^iJiia 


Q.S 


2.2 


1.58 


4. 70 


4.29 


20.42 


375.9 


Alaska 


0.4 


a.i 


3.S4 




16.01 


59.78 


273.5 




1.1 


2.4 


2, 16 


4,93 


6 15 


24,45 


252. 0 


Calif orniTa 


0, 7 


2.0 


1,44 


4,34 


6.00 


25.36 


330.8 


Cslorado 


0. i 


1.2 


1.59 


2.51 


5.44 


13.65 


150,9 


Sawai.'4 i 


0.7 


2.0 


1,50 


4»78 


5.91 


28.22 


374.3 


Idahe 


L.J 


2.3 


2.54 


4.48 


7.56 


21.45 


183.3 


Montana 


1.0 


2,3 


2.19 


6.47 


6. 37 


31.51 


353,7 


Hevada 


1,1 


:.3 


2.25 


^■^^ 


9.52 


36.28 


231.1 




1.0 


3.1 


2.46 


8.32 


6.97 


3i.|7 


383,1 


Orasen 


0.9 


1,9 


1.65 


4,37 . 


5.71 


22.16 


300. 1 




1.2 


3,S 


2,75 


7,30 


1.13 


33.94 


317,5 






2,2 


1.66 


4.67 


S.36 


21.15 


'311,3 




0,9 


L.4 


2.5i 


3,74 


3.34 


11,33 


132. 4 
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O.S 
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3.45 


5. LA 


li,66 





Source: Academy for Contemporary Problams staff computations based 

on Che 1970 and 1975 editions of Che Deparcment of Treasury, 
Federal Aid to States ; and the 1970 and 1975 edittons of the 
U.S. Bureau of the Census, Governmental Finances , 
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S.Of 


S.S4 
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_ 
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7.07 


Jfi.li 






ft ^ 
u - / 
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J « ys 


4.04 


13, 2i 


37§.i 




ft 4 




t ft^ 
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23.11 


394.3 
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— — 




i 1ft 

J * ^y 


i.Oi 


li.^2 


179.0 




=— — — — 

u« / 






J. 


4.43 


If. /o 


344.9 




^ i 


„.,,— 

4- * 


A ft?" 


9 ■ ys 


13*05 


27.31 


IQf .2 




0.6 


1.5 


o,ii 




3.75 


16,41 


338.1 




Q.J . 


. l.i _ 


1.12 


2. JO 


4.07 


14.59 


258.1 




1*0 


1.7 


1.74 


3.39 


i.OS 


17.80 


192.8 




l.Q 


1.4 


l.i9 


2. 50 


6,09 


13.77 


12fi.2 




0.8 


1.7 


1.39 


3. 25 


S.50 


19.02 


246. Q 




0. 7 


1.2 


.1.32 




4. 65 


13.31 


229.3 




1.4 


2,1 


a. 15. 


3._47. _ 


7.*39 


17.54 


137.2 




0^9 


1.9 




3. 4a 


5.29 


18.35 


246.9 




1.1 


1.3 


2.31 


2,ai 


7.13 


15,72 


120.4 


Ohio 


0.9 


1.9 


1.29 


2,f3 _ 


4.36 


16.12 


^1,9 




1.0 


1. J 


2.20 


3. 23 


6,58 


15.09 


129.4 




0.3 


1.2 


1. 61 




. 5.62 


13.16 


134.2 


SOUTH 


1.5 


1.7 


2.79 


3.32 


7.38 


13.86 


87.7 










4.1-? 1 




16.37 


146.1 


- 


0 . 7 


1*1 


1 . 24 


3,63 


i.oa 


22.69 


331.3 




1.6 


4.6 


3 . 


LZ . 3 J. 


15.51 


•89.70 


475.6 




0 . S 


JL . O 


1 11 


4 . 


4.32 


13.64 


213.6 




1.1 


1 . i 


1 . 78 




5.51 _. 


15.19 


175.6 




1. J 


2,1 




i ^ft 


6.84 


18.44 


169.4 




1.5 


r. r - 




3.62 


5.^1 


y.?8 


1?^.2 




0.7 


4.4 


1.27 


1.47 


4.96 


50,27 


912.3 




1.3 


2.2 


2. §4 


4.97 


6.71 


ir.74 


179.0 




1.6 


1.6 


2. 50 . 


±. 26_ _ _ 


7.39 


13.58 


33.6 




1.1 


1. / 


4.. y? 


J . 


6.39 


U.7i 


147.1 




^ i,a . 


2, 4 


r 2. 37 


4*S1 


1 .11 


19.65 


153.0 


Tennessee 


1.6 


2,1 


2 . 6 J _ _ 


3. 77 


7.56 


16.93 


123.9 




0.9 


1. 7 


1.45 


2,95 


4.72 


14,40 


205.3 




0.9 


2 ^ 


1.36 


3.aa . 


4.52 


20,38 


351.4 


^ms'Z Virginia 


1.3 


1.7 


2. 61 


3. 70 


7.09 


16,07 


L26.6 


nsT 


0.2 


2.4 


1.63 


S-17 


6.10 


55. 2§ 


712,2 




1.4 


L. □ 


2. 80 


3. 21 


9,01 


13,93 


76,3 


Calif s^Ti la 


0.5 


1. 2 


1,02 


2. 6fl 


4,25 


13,96 


275,3 


V'Nr^*^-^- — 


1.2 


2.1 


2,24 


4.21 


7.63 


22.35 


197,6 


— - — 


1.-3 


L.9 


2,95 


4.71 


11.72 


27.10 


137.1 


Idaho 


1.1 


2,5 


2.03 


4.i4 


6.04 


23.21 


2S4.S 


-^r ^-^ w^AAB 


1,0 


2.0 


2.24 


. 4. i3_^ _ 


7.00 


22.57 


222,4 




0.5 


l.S 


1.10 


3.81 


4.59 


22.62 


392,4 


Hew Mexic© 


1.4 


1.6 


3.60 


4.24 


10.19 


17. U 


61.3 




0.9 


2.0 


1.75 


4.65 


6.03 


24.32 


299. 7 


O^ah 


1.3 


2. J 


2.76 


4.96 


a.L5 


21. 5q 


164.4 


viashiMtsn 


0. 7 


l.S 


1.36 


3.70 


5 . 21 


20 . 72 


297.8 




0.7 




2.02 


3.16 


6.53 


16.17 


133.7 


Ali ITATIS 
















0.9 


i.a 


1.54 


3.51 


5.^4 







Source i Academy for Contemporary Problems ^staff computaCions based 

on the 1970 and 1973 editions of the Departmant of Treasury, 
Feder al Aid to States; and the 1970 and 1975 editions of the 
U.S* Bureau of the Census, Governmental Fina nces, 



TABLE 11. 
S^UU hY itaM imw li70 |kd 1071 





TiHLl Gftnual 






Par aaAm - 
Chanftt 

1570-71 






li7i ' 


lite 




1570 


iS7S 






0*07 


i 

0.07 


Q.Of 


o.n 


0.43 


0.73 


68.9 




0.5 


0*4 


0*il 


a. a 




La 


la.i 




O^Of 


0^09 


0*1J i 


Q*li 


0.59 


1*04 






y ■ a 


0*4 


0. SI 










Haw Jussv 


— a^4_ 










1*14 


339.9 


H«v fork 




^..^1 — 


— Q.Q7- — 


_Q.-l^.-___ 


Q.3Q 


— — _ 


149.4 


_ P«aB«lvMia ' 


_ 


CLJ^ 


fLJ^ 


0.24 — 






251*8 


RhMa Ijlud 






^0*34-^ 




J 




U6^2 


V«rtoit - . 




_a..j — 




1 A A 
- lt»^ 


J.Qi 


Q*4f ' 


~ 76.1 




0*0i 


0.09 


O.Of 


. . _ 


_ . _ 
0 *4€ 




\ 




y * ^ 








y • 7/ 


y . 7 / 






0.2 


0.2 


0,35 


0.47 


I*^ 


2.46 


100 . 9 








O.Si 


o.aa 




3.20 






Q.i 


o.oa 


0.24 ^ 


O^li 


0.95 


0.92 








o.r 


0,33 _ 


_:o:ii^ 


1.17 


1.66 






a. 2 


0.3 


0.24 


Q.4f 


0.12 


2,47 


_*g3jj — 






0.4 


_ Q.S? 


_ 0'.74 __ 


2J7 


3.13 


65.3 




Q.S 


o.i 


1.06 


1*^ 


3,17 


6.33 


13J.2 


Ohi© 


0.09 




0-13 


o.ii 


0 .4S 


^*04 


U8.6 




0^ 


0.7 :__ 


1.04 


1*43 


3*13. 


Q m fQ 




Wljggnaili 


0.2 


0*2 


0.13_ 




ia4 


__1*J1 







0.3 




0*30_ __ 




i^a 


1 ft £ 

3.55 


12S. 7 








__ l.Jl_ 









44 .4 




_ 0^ 


_a.L2 — 


^ O.JI — 


0 ' 36 


Liz ^ 






__r^^>-~ 


_ _ a^oa^. ._ 


_ Q,Q6 — 


0..M — 


_^ — a.jj — 


O^Jl 


L.23 , 


1003.6 




0.1 


Ofl, 


0^20 


0 .17 


0 .65 


0 . 91 


39 5 






0.2 


0 . 5i 


0.3 J 


= *» - - 

1^ /J 


" '-'-'ft I ' 






0.2 


0.2 


0-39 


0*41, 


1 * U 


1. 78 


^ It. 4 




Q,a 


0.3 


0.4S 


O.gf 


i.3Q 










Q.l 


O.IS 


0.^ 


0.72 


i.Jo 


lo.5 


3 3 i 3 3 i B w X 


0. 7 


0.8 


1.62 


I.i4 


J. 43 


i.ii 


ff i"* 5 




0.2 


0.2 


O.i/ 


ij ■ 44 


f\~fn 

U * Qi, 




"TTT:! — 




0.7 


O.i 


1.24 


1.17 


3.78 


5.35 




Saumh Carolina 




0.4 


0.J2 




1.40 


3,00 


135.9 




0.^2 ^ 


ILJ. — L 


0 ■ 3f 


Qi4Z 


^ -ItiZ- — . 


1 Qft 

i.jg 


69.3 


Taxis 


0^1 _ J 


i^l 


OJiJ 


0.J4 




1 i go 


37.2 




Q.J 


0.1- 


.0.40 


0^20 


J.. 14 


1 

^ 


^20 . 6 




_. 0^ 


j0^4 


0.J1 — 


0^77 




. 3.36 . 




Alaska 


0.3 


_ 9_* 7 ___ 


3 .47 


2 * 33 


14 « 45 


1/ * i.J 


18*5 


_ J^sona 


O.J 


g.5 


0.61 


_ _Q .94 


1*96 _ 


4 . 63 


138 ,6 


r^i I ^ ^ ^^^^ 1 3 


0.1 


0.2 


0.30 


0,40 


1*2S 


2*37 


87.9 




0.2 


0.2 


0.41 


0.4^ 


1.40 


2.51 


78. 7 


.Bawa^:^ 


0,2 


0.1 


0.47 


0.30 


i*aa 


1.75 






1* J 


1*4 


2.10^ 


2.11 


1.32 








J 


. 1.1 


3.32 


2.54 


10.40 


12.3) 


IS .0 


H^va^a 


0,3 


0.3 


0.13 


0.70 


3.sa' 


4. Of 


5 . 4 




0.4 


0.5 


0.92 


1*33 


2.62 


5.38 


105.3 


Orit^en _ . _ 


2,5 


l.S 


4.12 


4,06 


16.74 


21.23 




Utah 


0,4. 


Q.I 


0.13 , 


1.35 


2,76 


5.87 


U2,9 


Washin^tsn 


0, 7 


0.5 


1.2f 


1.14 


4,97 


6.3f 


28,6 




0.9 


1.0 


2.59 


2.66 


1.36 


" u.so 


65.2 


AIX^ STATES 


















0,2 


0 = 2 / 


0.38 


0-/^ 


1.37 


2.31 





Source: Academy for Contemporary Problems -staff computacions based 

on the 1970 and 1975 editions of the Department of Treasury, 
/ Federal Aid to S tates; and the 1970 and 1975 editions of the 
U, S, "Bureau of the Census, Governme ntal Finances tjp^ 



TABLE 12, 
dfmn^ hy M%m%m foe 1970 &al lf7S 





M a FaMut @f 


11000 oi 


far Capimm 


f«»ani 
Chang* 

li7Q-7i 




1970 




1S70 


li7l 


1970 


1975 








0.7 


0.33 


1.17 


1.49 


7.54 


405.0 






o,a 


1.3a 


1.71 




1 J% 


16.3 


Massachusetts 


0,3 




0.47 


1.12 


i.ii 


1 &.42 


741_4 




O.J 


> 1*0 


0.72 


1.77 ■- 


2.42 


a, 66 


257. S 


Jarsa^ 


Q.l 


n^7 


0.24 - 




1_02 


J %n 






0.2 


0.4 


0.4i 


0.93 


2.15 


1.72 


166.2 




0.2 


Q.a 


0.32 


l_4fl 


1.17 




548.4 


R&ede I aland 


0.4 


a.f 


0.64 


1.81 


2,37 


f.7f 


313,8 






i,j 


1.30 


3.92 


4,16 


17,71 


325.4 




0.2 


0,i 


0,24 


0.98 


1.02 , 


i.OS 


4fi.O 


Tndiafia J 


Q.a 


o.s 


1.09 


1.40 


3.97 


7.2§ 




la%ra It 




0,1 


Q,ia __ 


1.71 


2.17 . 


9.35 


225. 3 _ 




0.4 


0.7 


0.74 


1.2& 


2,67 


6193 


159,0 






O^i 


0^30 


l.ll 


I.IJ 


S,90 


477.7 


Mliiiiaieu 


0.1 


o.t^" 


0.17 


^ 1.69 


2.36 


9.21 


289.1 


Missouri ^ 




1.2 


o.ai 


1,99 


2.77. 


10.03 


261.6 


H«^r&s)ta 


3J 


1,3 


0.19 


2,37 


3,13 


12.47 


298,8 




0.9 


l.g 


1*97 


3.41 


5.39 


19.08 


223,9 


Qhi© 


0.2 


O.i 


0.2i 


1,33 


0.97 


7,32 


653.2 




1.1 


2,2 


2,34 


4,13 


- 7.00 


22.59 


222,6 




Q.J 


0.6 - 


0,i6 


1.22 


2.31 


6.35 


175,4 




1.1 


1.7 


2,0i 


3,^ 


5.45 


14,44 


165.3 




0,7 


l.i 


1,24 


3,05 


3,19 


12,48 


290,7 


D* la war a 


0,7 


1.1 


1.4a 


2,08 


4.53 


U,98 


116^7 




19 , 3 


IS .1 


36 ,84 


52,42 


1S3.62 


372.85 


103,1 




0. S 


0 ,i 


0 .91 


1 . 40 


3.01 


7.34 


143.1 




Q - 7 


1.2 


1,14 


2.29 


3.55 


10.71 


203,9 


HaiitMky 


0.7 


1.3 


1.16 


2,73 


3.33_ „ 


n,97 


260.0 




□ .6 


1,2 


1,15 


2,72 


3,59 


U.85 


230,1 __ 


MaJfylud 


0,1 


O.i 


0.24 


1,50 


0.95 


8,89 


136.1 




i.r 


1.5 


2.3B 


3.44 


5.54 


12,96 


133,7 




0* 7 


1,1 


1.05 


2.07 


■ 3.11 


9.49 


^ 294.5 




1, 1 


3,6 


2.07 


7. 15 


6,32 


32.73 


418.2 


Sou^ ^arsllna 


0. s 


1.4 


iv 1^01 


2, 73 


2. 73 


U. 73 


-330.1 


Taimassa« 


1.1 


1,9 


1. 77 


3.47 


5.05 " 


15,55 


207.6 




0 . 5 


0, f 


0-72 


1.34 


^ 2.35 


7.52 


219.5 




0 . 4 


0,7 


0 . 63 


' 1.19 


2. 10 


6,26 


117.7 


W«s^ Virginia 


□ 


0,1 


Q\ 78 


r .,1.71 


2.11 ^ 


7.44 


252.0 


WEST 
jQaska 


1,1 


2,1 


10.94 


7.24 


45,55 V 


48.93 


7,4 


Arizona 


1.0 


1.7 


2.02 


3.30 


fi.5l 


17.39 


167.0 


Calif Q^Hia 


0.2 


0.5 


0.48 


1.10 


1.99 


6,55 


229.7 




O.i 


2.3 


l.U 


4,80 


3.81 


26.09 _ 


585 .5 


Hawa i i 


1.1 


■ 0.9 


2,71 


2,18 


10.92 


12.88 


18,0 




1.0 


* 1.4 


1.98 


2.67 


5. as 


12. 82 


U7,8 


Man tana 


1,3 


2,1 


2187 


4.92 


8,9i 


23.95 


166. S 


Navada 


0,6 


i.a ' 


1.27 


2.55 


5.30 


14.85 


180.2 




3,0 


j.i 


7.47 


13.89 


21,18 


56.22 


165,4 


Qresen _ 


2,8 


1,0 


5.35 


2, 29 


18,59 


12, ao 


-35,4 




0.1 


1.3 


1,17 


2.87 


5.83 


12,50 


141 . 1 


Hashing^oa 


Q.4 


0.6.^ 


0.75 


1,30 


2.S9 


7.29 


151.9 


WvOTing 


6.7 


7 i 4 


18,44 


19. 85 


5f ,59 


a02,f6 


72.9 


AI*L it AMI 


















0.7 


l.f3 


1,30 


2 . 4^ 


4.77 


13.47 





Source: Academy for Contemporary Problems' staff computacions based 

on the 1970 and 1973 editions of the Department of Treasury, 
Federal Aid to Scateg ; and the 1970 and 1975 edicions of the 
U.S. Bureau of the Census, Gove r nine n t a 1 Finances . 

221 ' ' ~~ 



/ 



for 3a4aq-ad SHSA'j, IJ/O 1971 



Central Cirr 



1970 



^1575 



14. 



itii 




70^ 



4Nl 



U0.77 



la. 



5^.25 



103 



is. 90 



Oil. 



3-5? 



31.03 




31. 



25. J£ 




4: 



1 



^5.39 



30.6i 



. 32.34 
100,24 



it. 



27 



37 



11^ 



36-16 



If* 



3 



96 I 



66 -lO 



^3.62 



J3.S4 



-61.9- 



93. Hi 



13.73 



13.38 



Hot 



iS 



4Hf 



J3.^a 

1^1-75 



63-36 



53-39 



30-36 



40.30 



37.34 



"llTTT 



.Louljvllle 



37.13 



56.11 



.116. 



fffif 



-4inr 



TtT 



5B.54 



13-93 



3<-.» 

120,7 2 



20,7 2 



: 3 ■ 29,. 



64,29 



15?-33 



, 70 



£01. 



Ngw Origans- 



TToTar 



19. 4> 



.Pur... Acad^^y^.o, L^n.^moararv ProhU^. staff co^.u. anions b,...d on th 
and ..,;)^Jicign5 ,i rn^ uepa"-ont of Treasurv. Fedaral Aldta 
4ad .h. l.;0 and 1975 editions of ,he S, Bura. u of .ha'c... ^ 



^ 1970 
3 Ea c 33 ; 





1S70 


— r- ■ - - \ 

I 1975 i 




1S70 


19 7 5 


li?!5l3 7 








133 


323.7' 


S 5-. 23 


123 










24.10 


95.42 












15, as 


59.35 


150 




if. -3 


1 -9. =5 1 




31.. 35 


31.42 


1J4 


-SiP^ 


13.72 


57,-3 ■ 




10.30 


47.'- 


335 


aoustom 


17.4* 


59.53 ! 


2ul 


".93 


49.97 


319 




30,31 


. :06.iC 1 


U7 


13.73 


53.21 








; _31,94 : 


■37 


37.53 










32.34 ■ 


74 


33.23 ' 191.3? 


399 




!-,47 


1 1 

' 61. .34 1 


14 


14.53 


S-.97 


299 




-.9,-6 


UC.30 I 


124 


J. 25 


17.21 






■79. =3 


139.75 i 


.101 


23.43 i 102.36 


251 




73.35 


U2.97 1 


95 


3.43 


20.98 


149 




59.32 


' ■ 100. .2 1 


101 


-2. 65 


49 . 27 


117 






36.30 1 




36.67 


1-3. .3 


3 37_ 


San ?r^^jco 




159.22 1 




121.34 


2-2.15 


100 




30. i2 


371.3- 1 


152 


ID. 24 


33,35 


225 


^^'^^ = . 


*:.30 


39.17 1 




73.0a 


1-5,57 


101 




32. .3 


, 123.36 I 




33.57 


91.01 




34i: U^^ :irr 


17.31 


< 7C.SS 1 


307 


13.30 U 23,33 






13.73 


! 33.29 i 


134 


13.05 


59.40- 


















^ i : i L i r ■ . 7 : 













o 

ERIC 



Per Capita Distrlbutiaa qI Federal Md fsr Couatias 
Dusside Sala£fied Hajor ^SA'a*' 1570 ^d 1P7S ^ 
(Adjusted tor "fasa= through" CompQaess) 





1970 


1575 


1570-75 


NOEJBZAST 

Nev Load pa ^ C g as * 


S21,J0 


Slll,52 


424 


_Br±s_toli_ >iMS . 


35.44 


98,42 


178 


Pl^pOUthi Mass 


32.05 


71,63 


123 




12.64 


113.03 ■ 


794 




" 40,92 


79, 55 


94 




33, 87 


76 . 42 


125 




36 .02 


132. 00 


53 


Ducahaas, N,T, 


53 .20 


138.49 


160 


Oaelda^ H,t. 


'72.93 


181 = 47 


149 


OraagB, N.I. 


66 = 84 


154, 78 


132 


leiks, Ptsa. 


17 .27 


64,15 


272 


Daua bJ-a , P saa . 




110 , 07 


339 


Laa&astef , Penn. 


14,63 


29.61 


102 




11,86 


41.24 


248 




27.59 


71,68 


1J9 


■Ail^i lad. . 


12. 79 


53,63 


' 319 


SC,^ Jaseab, lad. 


20.59 


87,10 


323 


Polk, lad. 


30.93 


94.53 


206 


<Xaghj@, M±ah. 


14.80 


106,95 


623 


Jas^iaaVj Hla^. 


32.53 


51.62 


59 


Wisheea^, ^ai. 


10.45 


54,34 


420 


^_ toui^ j Kina . 


57 .60 


193,52 


236 


Loraisj Ohio 


12.24 


44,33 


262'' 


Scatk^ Ohio 


9 .S6 


38,47 


290 


Don*, Wise. 


15,04 


65.95^ 


338 


HobUe, ^Ala. . 


32.15 


83.00 


159 


iteY«_d, Fla. 


52.73 


60.77 


15 


PaJj leaahj Fla, 




47.38 


232 


Polk, Fla. 




48.23 


158 


Caddo, Li. 






609 


Eaii Ba£oa Rouge j La. 


Q 14 




699 


aiads. Hiss, 






1^67 


Wake; N,C, 


40 ,24 


126, 89 


215 



224 



K Con C inuvrid ) 



- 


1970 


1975 


1970=75 


Charlestsmj S. C^* 


350.23 


1 36.41 


72 


Gr ean^?~t41 _ S *_C ^ 


21, 34 


90,37 


314 


RjghlaBdj _3, C.__ ' 


33.01 


94,54 


186 




41,62 


113,54 


173 


El PasQj t^. _ _^ 


31,52 


89, U 


183 




16.03 


54.95 


^ f 


Nueces, 


27.31 


108,59 


290, 




22,91 


§8,SS 


288 




19.45 


32,98 


327 


W'EST 

Pisa, Az, 


23.97 


60,68 


109 


Kern, Ca. J. 


73.90 


14a. 35 


101 


Msnter^y, Ca* 


62,55 1 


122.02 


95 




63,71 


170.34 


148 


Sanc^ Barbara, Ca, 


60.34 


124.29 


106 


V^tura^ Ca. 


63, U 


12i,47 


100 


Clark, _ N€^, . 


34,96 


68.26 


95 


BairaaJJJaOj S.M, 


4 2 , 44 


132.38 


212 


Pi erc^j _ Waj h , 


2J,60 


57,93 


126 


Spetace, Wasfci, 


10,33 


36 .01 


248 



2'; 

225 

O 

ERIC 



VII. 

ORGANIZING |pR GREAT LAKES ECONOMIC AC "ION 



ERIC 



The survey identified a number of cormon problems shared by the states 
and comuoities of the region and a high degree of economic interdependence. 
However, there is no overwhelming^ need and little sentiment for regional 
government. The need is for^a new mechanism ;o hridge the present gap between 
the public and private leadership of the r^fic^:. and raise the level of understanding 
of the region's problems and interdependence. j 

This survey has idenciflad njitnernTU' 'uv itoblems shared by the states and 
connnunities of the Great Lakes region. 

It has found a high level of interdependence asong the states in their 
manufacturing industries. Eleven SMSA^s straddle state lines. 

In energy J transportation j and water development, the states will un,doubtedly have 
to cooperate for effect:^ve action over the long term. The industrial cities and 
towns, no matter in what state they are situated , face common probleftis* 

Nonetheless, this survey found no overwhelming need for regional governmental 
entities to deal with these issues. 

Rather the needs can be met through far more informal mechanisms for 
cooperation that: 

• Enable the region to make its presence felt on the national scene in 
securing its best interests; 

• Enable the state and connnunities to pool ideas and develop cooperative 
approaches to the problems they share; 

• Bridge the gap between the public and private leadership of the region; 

• Provide a new mechanism for economic leadership and the generation of 
initiatives in the region. 



A PUBLIC-PR IVATE PARTNfc:RSHIP 

Such organizations as the former Rocky Mountains FedGration, the Southern^ 
Growth Policies Board, and mechaniHms in other regions of the country help to 
bring together the top leadership in state and local government with business,' 
labor, and civic leadership outside the formal government structure. (These are 
described briefly at the end of this section)* In the Great Lakes region, such a 
body would enable public and private leadership to consider where the region was 
tieaded and w>iat is 'needed to eniiance regional economic well-being. This is precisely 
the charter of The Committee for Great Lakes Economic Action. But the present 
Committee, as all of its members realize, cannot advance very far in achieving action 
on some of the significant problems unless it draws in a broader and higher level of 
c o n s t i t ue nc Y ■ j . 

The type of regional organization suggested here is not one designed to asercist 
power on behalf of the constituenc states. On the contrary, its principal task 
would be to develop the continuing analysis and diHCussion of issues central to the 
continued health of a region in economic transition. If these issues are identified 
and dealt with at the highest level in the public and private sectors , the states, 
individually, axe quite competent to interpret and apply the results to their own 
situations* 

The major roles of i:he organisation should be to provide a forum for 
principals to talk directly to oAe another: labor and management, businessmen 
and elected officials, urban and rural interests. The organisation could monitor 
regional economic trends, stimulate research and demonstration projects and 
comunic^^ Ae results of innovative programs widely throughout the region. The 
organization could be a vehicle for the discussion of regional economic issues 
and the identification of alternative policies. 
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A -^jor differencti between chu Southern Growtli Pniicles Board (discussed 
bGlow) and the organisation con t emp La t ed liero is the represen tat ion of varied 
LnterestH, public and private, that lh required in Che Great Lakes. The Southern 
(.;rowth Foiicies Board is operated by stati.' governors and legislators; the Great 
Lakes organization could be governed by relativelv equal representation of both 
the public and pr ivato s^ectors. Ln addition to the state executive branch, there 
siiould be r up r esen t a t i on irom the legislature and from'major local governments. 

Whatever organizat: ionai form is chosen, it should be appropriate for the 

regional organization to spin oft other institutions for special projects. 

% ' a ' ' ^ 

liie Midwest organization. Like the^Southern l?rowth Policies Board, could 

be supported primartlv bv s t a te< appropr la t ions . Howcvc-r^ the organizat ion could 

also be autliDrized to /iccept grants and con t rac ts ^ from the tederal government 

as wull as private con t r ibu t ions . 

Insti tute for Midwest nevelopmcni 

In addition, tuu Great f.akes states mtgiit Jointly create a nonprofit insticute 
to serve the sc^verai statu govurnments in defining long-grange economic objectives 
and organization assistancu urograms ior local i ties in service and regiktatory areas 
tiiat aru ii kelv to inipact ucunomic d ^ ve Lopinen t , 



A ba^Ur strati-gic need for the region is to anticipate the econc^mic and 

.1 



\ 

;hno logical changes and opportunities Iikelv to develpp in the coming decade or 
•two, tht^i tu assist- ; iie r^'gion in ^'aiu La 1 Lz Lug u[nni tiiem. 

A major UirusL o: sucdi an efiert should hu directed toward the industrial 
oiLies, .vhen com{)arafive aiivantagt.' uivors l ae Midwest tigain, larguiy because 
of energv and wattT eon s i < i e ra [ i on s , Midwe^a. ciLies should he readv with ^ 
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efflcienc public facllitiuH, j^uppLit^H of availablt^ land at reasonable cast:, good 

transportation syBtcms, and f ac i I ita t ive adm in i h t: rat i vc prauticuH. 

The institute could servfe? an n ccntor for dovoLoping effective approaches 

to urban problems. Clearly, tlie institute would be mo^t effective if it 

acted as an arm- of state government and worked with local Hroups through 

the appropriate state agencies. 



The proposed Institute could servG the following functions: 

1. Act as a clearinghouse for the lindings of research and demonstration 
pro^aGCs* The states individually and their local govarnmencs are engaged in 
both research and action programs relating to economic development. In view 

^of similar urban economic trends operating throughout the region, it would be 
v%(^^ useful to have a systematic way to share the result^. 

2. Encourage caoaci tv^buildins among local ^ovemkents in functions 

^ \ 
relating to economic develODmenc. Frequently, local gov^rrmencs are a weak 

link In the chain of economic devalopment. loo few of mem know how to do 

capital inrprovements programming, to deal with the needs of industry for crain- 

ing or other services, or to facilitate the process of securing developmenc 

permits. ^Too few are effectively coordinating the various federal programs, 

such as comnunity development block grants, CETA and EDTA programs. There is 

a great need to develop capacity-building sem_inars and training programs for 

local officials. ' * 

3. Facilitate administrative Dractices for urban reeranchmanc , assisting 
cities CO maintain a desirable Level of ser^/lces while ooDulation declines. 
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Cicias should be encouraged to pioneer with methods oi maintaining high levels 
of urban amenity while managing fj^cal contraction. These methods could includa .the 
following: 

• Contracting for services with privace firms, or with profit- 
sharing groups of ersCwhile city e^loyees; 

• Refining methods of relating cocqsensation to productivity ; 

• Creating altematives to traditional civil service systems; 

• Exparimanting with naighborhood devices for controlling and 
supplementing the level of public services; and 

• Using land banking to preserve high-density urban settl' "terns. 

4. Foster non^bureaucratic forms of organization in the pr' md public 

nonprofit sectors. Economic development will ultimately rest up the encouragement 

given to thd .spirit of unLrupruneurHhip and enterprise. Government can assist 
not only by adopting non.-bureaucratic forms of its own, but also : ooking at 
those taKation and ruguiatory pni icies that encourage non^bureaucraLic firms, 
such an unincorpuratiud business and profcBsional activity. 

Capacity B u^l^d i ng 

Another important focus for Joint efforts is capacity building. The states 

1 

could undertake programs of Icj-cal capaQity building in uconnmic development. 

" r 

They could ofier training WijrkHhops for local officials, ihl they should review 
their statutos authorising local econumic development urganizatlons and programs. 

The training workshops c:ouLd make local officials tnore Bophis t ica ted about 
business needs and prohlemB. They could encourage officials to be more precise 
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in their coimnitments to the private sector, and teach C3fficials how to tailor 
the inducements authorized in state law to the individual needs of firms. 

The geographic scope of local economic development efforts should be 
expanded to the county and sub-state regional levels. In order to neutralize 
local jealousies and encourage inter=local cooperation, staten yhould review 
their tax and grant policies to remove the competitivju among localities for 
high value/low service cost development. Examples to study are the Minneapolis/ 
St, Paul tax base sharing plan and the Wisconsin tax base neutralization program. 

States should fund demonstration projects to experiment with new organizational, 
forms for adminisD^r ing economic developirient programs at the local level. They 
should monitor and publicize the results widely. State municipal leagues and 
other governmental associations should make local economic development an agenda 
item, The^ Institute for Midwest Development , proposed above, could make a significant 
leadership contribution to these types of efforts. 

For thti reasuns cited below in this section, creating such organizations and 
joint state programs will not be easy and probably cannot be created immediately. 
Unquestionably^ the first step should be to acliieve solid support smong the states 
for a cooperative undertaking from the governors. Then, the state and federal 
legislative leadership shc^ild be drawn in. Perhaps this can be done at the same 
time that the Committee brings into its membership som.e key business, labor, and 
civic leaders of the area. ■ ^.^^ 

The- Co™ittee for Great J^kes Sconomic Action faces a very difficult probiam 
moving forward from where it presently Is inp^ an organization of broader ■ 
reprasantation that will have a more significant impact on solving the region's 
problems. Briefly^ what we would recomend is an organization that can be 
describe as a '^Southen/ Growth Policies Board with a difference,'- the difference 
being a significant research and analysis capacicy undergirding the considerations 
of various problems and policy options, 

2 ,^'. J 



Solutipns to many oi the rfgion'H problemy may now BBom politically unrealistic 
to many, but chanHC^s in attltudu and HhlrtH in ma jnr it itjs, can and do occur all the 
time and they occur bccauHc ol a [)roct*Hs In education and compromise. If this 
is to happen In thin region, much more discussion and education on regional 
p r o b 1 ems must t a k t > place t h a n i s now c h/ cu r r in g . T ii i h m.u b t b e und e r g i r d ed b y 
(^arefu! analysiH rM' thr rt^nnuqucnc oh of Hpocific governmental or private actions. 

The Committee's d 1 r i c u 1 t i w i. i 1 bo thuHi; 

• Lowor bovL!i_o:" jv^l^'^nit^ 1_ Aj^L^L aiuH H : Compared with tlie South, the West 
and even nm.;, the /^u r i 1 u'a^^L , thLue- Is n ver>^ lov^ level of reglonaJ 
["eel (no; in riio Cr.-a: C-ihe^r- sLat^^s whether among buHlneBsmen, labor 
Leaders, govornnieiiL oifit^ialA, or cLr. iKens in general. 

• Low hovel oi U nders t anding oi t he Region's Pro blems : ■ . 
Tiiose interviewed In tfiis survey were acutely aware of their o\m 
immediate d L f f i c u 1 t: i us . In our view, tha^ only became regional problems 
when they were mcMitione^ again and againJc^rnm place to places across 
all six states. Idiose who verbalized the problems usually did not 

! 

\ 

do so in a regional canitext . The generally sanguine attitude evoked 
by many g o v e r n m. e n t an d b u s 1 1 1 e s s 1 e a d e r s i n d i c a t q d that t h e y do not 
understand tlie cliallenges the region faces, 

i^here is a lack of knowledge of the Interrelationships of the economy 
of this region. A eompetitlve atmosphere among many of the states 
still preva lis. ^ 

• bo stLl.iey tc) Regional Org^an iza t ion : The Committee will face a consider- 
able amount of liostilitv rroni hioth governmient and business leaders to 
regional organization;.^ especially if these are presented as some new 
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and additional level of government. This hostilicy is based in part 
on philosophical views, in part upon the uncertain past performance 
of some regional organizations, but above all, it Is based on a doubt 
of what the states really have to gain from any regional organic 
zation, 

• Com^^etition Among^ Regional OrganizatlQns^ Other regions of the country 
are plagued with the problem of competition among regional organizations. 
This is an advantage liere. While there are many organizations in this 
region^ some of which have overlapping charters (especially concerning 
the Great Lakes themselves) , - one does not get the impression that there- 
is a severe problem with competition or "turf" in this area. This is 
an asset for the Commit tee. 

OTHER MODELS F OR REGIONAL ORGANIZATION 

The So uthern Growth Policies Board 

The Southern Growth Policies Board is composed of public and private leadership 
in 15 Southern states. It carries out its work through various committees and 
study groups. It has been publicly supported and Is taK-eKempt. The states pro- 
vide the Board's operating budget based on a formula that considers equal shares, 
population, and per lapita Income ratios in the . Lates. The Board itself 
consists of five persons from each member state: the governor, a s tate . Senator , 
a state Representative (both appointed by the leadership in their respective 
houses) and two citizen member s appointed by tlie governor. The Board Is chaired 
by a Governor. ( 

■| 
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In 1974, the B^^d organized the ComniitCee on che Future of the South to 
develop a statemet^t of regional objectives with recomended action by the member 
states. The 'Statement is contained in the Board's publication titled, "The Future 
of the South," and is planned to be updated at six-year intervals- The Board is 
not a government and ^as no legal or coercive power over any state or any state 
agency. 

The Rocky Mountain Federation, organized in 1965, is cotaposed of? both public 
and private interests in the states of Colorado^ Montana, New Mexico Utah , . - ^ ~^ 
and Wyoming. Recently ^ the federation has had difficulty maihtaihing its 
momentum and rOle as a cooperative undertaking ainong the st^'&es because of the', 
mulciplicity of inter-^stata organizations in that region. Evaluations are now 
,4inderway In the Rocky Mountain West of this need for new organization, federation, 
or a state-'government=based instrumentality. The primary impetus behind the present 
efforts in the West is to create an organization with the competence to manage 
the region "S iuLeirest in energy development. 

The Appalachian Regional Conmission 

The Appalachian Regional^ Commission was formed by an Act of Congress in 1965 
after an intensive two--year program conducted by the state governinents and federal 

r 

n^viwivH LnvolvecL Tlu^ ^itudy □ r gan i t i on was railed the Pre^idmt' h Appalachian 
Rt^gional CommiKSLon, fr prtjHuntPcI a report that suggestod a leglHlat Lve package 



4^ 



/ 



to CQEgreas, a modification of which resulted in Tha Appalachian Regional Development 
Act of 1965 . This was a comprehensive program, consisting initially of 
■ pre'dominantly public works aHsinxance to the states (later broadaned to contain 
a significant human services component) , 

' -\ ^ In its early years, the organization was generally regarded as successful 
in drawing together state governments in the region and planning and setting priorities 
for the effective economic redevelopment of the* area. HoT^ever, it was never able 
to effectively coordinate all of the federal activiti region* Through its 

assistance In planning programs, ic was able to develop- dcity of a largely 

rural region to participate effectively in a host of federal programs, including 
^the Appalachian program itself. 

This model, however, does not seem to be presently applicable ^to the Great 
'Lakes staces as their current needs are not predominantly special-*program and 
grant-aHH LHt ance. in nature. The Appalachian program also lacked the involvement of 
business, labor, and minority affairs leaderships which will be vital to the 
solution of the Great Lakes region -s problems. 

Although Cho formation ^rl the new 'FLtle V Rti)4 LcHial Commissions is at present 
\moc)t, thort' is alrt'.uh/ a l i rlo V Coinm iss Lun uxist Lng in the Groat I.akos region— 
The &|jpor (ir f -^y-^i^.akori Kogional C'oiimi i ss ton . " Its ni iss Ion Is- tr develop the largely 
rural hinterland area of IJppor. M i niit^scu a , W I sconw iW" ancL M Lch L-an , which has its 
own prolileiiiH, pruKlt'tiiH whii'li in m.-my wny,-; /iff t|iiitc' diwtitict from tlic LnduHtrial 
ari'ii tit" Liu.;' ffgion. Any cnopur,-! t_ i \ ■ ■ cJevi- 1 Dpnii'iit O-rfort; of Tfiij Ccmiiri 1 1 1 i'l' for Crtjat 
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Lakes Economic Action musti of course,' be lone In close cooperation with the 

It 

Upper Great Lakes Regional Commission, The development of^ the resource and 
racr eat ion-based economy of this northern tier is highly interrelated with the 
economicif of the other parts of the region. 

While these regional commissions have had some mode^st ^uccess in meeting 

the needs of rural regions , they may prove to have little relevance to the 

r '■ 

complexities of urban and Industrial redevelopment in which many private 

interests are involved. Unlike Appalachla, major appropriations tiave not 

been made available to Title V areas. ^ ^ 

^he future of these commissions is now being studied and it is pdssible 

that the Administration may recommend to Congress anything from their abo' i^ - 

tioti to changing their function^ composition and boundaries. The Committee 

I 

for Great Lakes Economic Action should ^ of course, ke6p abreast of these developments 
arid be prepared to recommend to the governors of the region any action that would 
be Mb the region's advantage* # '* 

The economic problems of the Northeast and Midwess^ are much more cbmpleK and 
call for a broader kind of representation and involvement of private and local* ^ 
government interests than these commissions contemplated. 
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